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IMPACT  OF  CERTAIN  TAX-RELATED  ASPECTS 
OF  THE  ADMINISTRATION'S  HEALTH  CARE 
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TUESDAY,  NOVEMBER  9,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 
Subcommittee  on  Select  Revenue  Measures, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  call,  at  10:10  a.m.,  in  room 
1100,  Longworth  House  Office  Building,  Hon.  Charles  B.  Rangel 
(chairman  of  the  subcommittee)  presiding. 
[The  press  release  announcing  the  hearing  follows:] 
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FOR  IMMEDIATE  RELEASE  PRESS  RELEASE  #14 
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MEASURES 
COMMITTEE  ON  HAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONOWORTH  HOUSE  OFFICE  BLOG. 
WASHINGTON,  D.C.   20515 
(202)  225-1721 

THE  HONORABLE  CHARLES  B.  RANGEL  (D.,  N.Y.),  CHAIRMAN, 

SUBCOMMITTEE  ON  SELECT  REVENUE  MEASURES , 

COMMITTEE  ON  HAYS  AND  MEANS,  U.S.  HOUSE  OF  REPRESENTATIVES, 

ANNOUNCES  A  PUBLIC  HEARING  ON 

THE  IMPACT  OF  CERTAIN  TAX-RELATED  ASPECTS 

OF  THE  ADMINISTRATION'S  HEALTH  CARE  REFORM  PROPOSAL  OH 
RESIDENTS  OF  INNER-CITY  AND  OTHER  DISTRESSED  NEIGHBORHOODS 


The  Honorable  Charles  B.  Rangel  (D.,  N.Y.),  Chairman, 
Subcommittee  on  Select  Revenue  Measures,  Committee  on  Ways  and 
Means,  U.S.  House  of  Representatives,  today  announced  a  public 
hearing  on  the  impact  of  certain  teix-related  aspects  of  the 
Administration's  health  care  reform  proposals  on  the  health  and 
well-being  of  residents  of  inner-city  and  other  distressed 
neighborhoods.   The  hearing  will  be  held  on  Tuesday,  November  9, 
1993,  beginning  at  10:00  a.m.,  in  the  Committee's  main  hearing 
room,  1100  Longworth  House  Office  Building. 

In  announcing  this  hearing.  Chairman  Rangel  stated:  "Now 
that  the  Administration  has  released  the  outlines  of  its  health 
care  reform  proposal,  it  is  appropriate  for  the  Subcommittee  to 
return  to  its  examination  of  the  impact  of  health  care  reform, 
and  specifically,  certain  tax-related  aspects  of  the 
Administration's  proposal,  on  the  health  and  well-being  of 
residents  of  inner-city  and  other  distressed  neighborhoods." 

The  Subcommittee  will  take  testimony  from  invited  and  public 
witnesses. 

BACKGROUND 

The  Subcommittee  held  its  first  day  of  hearings  on  tax 
issues  affecting  the  health  and  well-being  of  residents  of  inner- 
city  and  other  distressed  neighborhoods  on  June  29,  1993.   At 
that  time,  the  Subcommittee  heard  testimony  from  invited  and 
public  witnesses,  many  of  whom  had  extensive  experience  in 
delivering  health  care  to  the  residents  of  these  communities. 
They  testified  to  the  intricate  interrelationship  of  the  problems 
of  economic  development,  education,  health,  substance  abuse,  and 
violence  in  the  inner  city  and  other  distressed  neighborhoods. 
This  testimony  provided  the  Subcommittee  with  a  framework  by 
which  to  evaluate  the  effectiveness  of  any  proposal  for  health 
care  reform  in  improving  the  health  and  well-being  of  the 
residents  of  inner-city  and  other  distressed  neighborhoods. 

On  September  22,  1993,  President  Clinton  addressed  a  Joint 
Session  of  Congress  to  provide  the  outlines  of  the  Adminis- 
tration's proposal  for  health  care  reform.   The  proposal  includes 
some  specific  provisions  intended  to  address  the  unique  problems 
faced  by  residents  of  inner-city  and  other  distressed 
neighborhoods,  for  instance,  tax  incentives  for  providers  who 
agree  to  work  in  underserved  areas . 

In  addition,  the  reform  proposal  raises  questions  about  the 
future  role  of  tax-exempt  hospitals  in  distressed  neighborhoods 
because  the  proposal  envisions  the  elimination  of  most 
uncompensated  care.   Under  current  law,  a  hospital's  teix-exempt 
status  depends  in  part  on  its  willingness  to  provide  care  to 
those  with  limited  ability  to  pay,  including  Medicaid  and 
Medicare  patients,  as  well  as  to  provide  other  community 
benefits.   Therefore,  it  may  be  appropriate  to  develop  new 
standards  for  tax  exemption  in  the  case  of  hospitals  and  other 
health  care  providers  who  deliver  care  in  the  new  system. 

The  Subcommittee  invites  public  testimony  on  these  specific 
issues. 

(MORS) 


DETAILS  FOR  SUBMISSION  OF  REOTJESTS  TO  BE  HEARD; 

Individuals  and  organizations  interested  in  presenting  oral 
testimony  before  the  Subcommittee  on  any  of  the  new  proposals 
specifically  described  herein  must  submit  their  requests  to  be 
heard  by  telephone  to  Harriett  Lawler,  Diane  Kirkland,  or 
Karen  Ponzurick  [(202)  225-1721]  no  later  than  close  of  business, 
Monday,  November  1,  1993,  to  be  followed  by  a  formal  written 
request  to  Janice  Mays,  Chief  Counsel  and  Staff  Director, 
Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
1102  Longworth  House  Office  Building,  Washington,  D.C.  20515. 
The  Subcommittee  staff  will  notify  by  telephone  those  scheduled 
to  appear  as  soon  as  possible  after  the  filing  deadline.   Any 
questions  concerning  a  scheduled  appearance  should  be  directed  to 
the  Subcommittee  [(202  225-9710]. 

Persons  and  organizations  having  a  common  position  are  urged 
to  make  every  effort  to  designate  one  spokesperson  to  represent 
them  in  order  for  the  Subcommittee  to  hear  as  many  points  of  view 
as  possible.   Time  for  oral  presentations  will  be  strictly 
limited  with  the  understanding  that  a  more  detailed  statement  may 
be  included  in  the  printed  record  of  the  hearing  (see  formatting 
requirements  below) .   This  process  will  afford  more  time  for 
Members  to  question  witnesses.   In  addition,  witnesses  may  be 
grouped  as  panelists  with  strict  time  limitations  for  each 
panelist . 

In  order  to  assure  the  most  productive  use  of  the  limited 
amount  of  time  available  to  question  hearing  witnesses,  all 
witnesses  scheduled  to  appear  before  the  Subcommittee  are 
required  to  submit  200  copies  of  their  prepared  statements  to  the 
Subcommittee  office,  room  1105  Longworth  House  Office  Building, 
at  least  24  hours  in  advance  of  their  scheduled  appearance. 
Failure  to  comply  with  this  recjuirement  may  result  in  the  witness 
being  denied  the  opportunity  to  testify  in  person. 

WRITTEN  STATEMENTS  IN  LIEU  OF  PERSONAL  APPEARANCE; 

Persons  submitting  written  statements  for  the  printed  record 
of  the  hearing  should  submit  at  least  six  (6)  copies  by  the  close 
of  business  on  Tuesday,  November  23,  1993,  to  Janice  Mays, 
U.S.  House  of  Representatives,  1102  Longworth  House  Office 
Building,  Washington,  D.C.  20515.   If  those  filing  written 
statements  for  the  record  of  the  printed  hearing  wish  to  have 
their  statements  distributed  to  the  press  and  the  interested 
public,  they  may  provide  100  additional  copies  for  this  purpose 
to  the  Subcommittee  office,  room  1105  Longworth  House  Office 
Building,  before  the  hearing  begins. 

FORMATTING  REQUIREMENTS; 

Each  ttatarTMfit  pf«a«fit«d  for  printing  to  tfM  Committ—  by  a  wltnvaa,  any  wriltan  atatatnant  or  axMbIt  aubmittad 
for  tha  printad  racord  or  any  wrinan  coinmanu  in  raaporua  to  a  raquaat  for  writtan  cofmTwnta  muat  conform  to  ttia 
guidafinaa  liitad  balow.   Any  atatamaiTt  or  aihibit  not  in  compfianca  with  thaaa  guldainaa  wiB  not  ba  printad,  tMft  wM  ba 
maintainad  in  tha  Committaa  filaa  for  raviaw  and  uaa  by  tha  Committaa: 

1 .  AQ  atstamama  and  any  accompanying  aihibita  for  printing  muat  ba  typad  in  aingia  apaca  on  laga^aiza 
papar  and  may  not  axcaad  a  total  of  10  pagaa. 

2.  Copia*  of  whola  documanta  lubmittad  aa  axhibil  matarfaJ  will  not  ba  accaptad  for  printing.   Intlaad,  axfiiNt 
matarlai  ahouid  ba  rafarancad  and  quotad  or  paraphraaad.   AR  aihUift  matariaJ  not  frta«tit,g  ttiaaa 
apaclficationa  will  ba  maintainad  in  ttia  Commrttoa  fHaa  for  raviaw  and  uaa  by  tha  Committaa. 

3.  ^ttcts.T.crn:  trjjax  :3.':t8i-  ths  na-Tie  a.-.o  ce;»city  in  v.-mch  the  v.Ttnesz  wtU  afip«tr  or,  for  wrfttan 
commanta,  tha  nama  and  capadty  of  tha  paraon  aubmltting  tha  atalamartt.  aa  wall  aa  any  cUanta  or 
parsoru,  or  any  organization  for  wtiom  tha  witnaaa  apfiaara  or  for  whom  tha  atatamam  la  aulimlttad. 

4.  A  aupplamantal  ahaat  muat  accompany  aach  atatamam  Hating  tha  nanw,  fuM  addraaa,  a  talaphorta  numbar 
whara  tha  wttnaaa  or  tha  daaignatad  rapraaantativa  may  ba  raachad  and  a  topical  outfina  or  aummary  of 
tha  commanta  and  racommai^dationa  in  tlM  full  atatamant.   Tbia  aupplamantal  ahaat  win  not  ba  includad  in 
tfta  priiTtad  racord. 

Tha  abova  rastrictiona  and  limitationa  apply  only  to  matarlai  aubmittad  for  printing.  Statamants  ai>d  axhiblta  or 
supplamantary  matarlai  aubmittad  toialy  for  diatrlbution  to  tha  Mambara,  tha  praaa  and  tha  public  during  tha  couraa  of  a 
public  haaring  ntay  ba  aubmittad  in  othar  forma. 


Chairman  Rangel.  The  Subcommittee  on  Select  Revenue  Meas- 
ures will  now  come  to  order.  This  morning  we  will  take  a  look  at 
health  reform  and  how  it  relates  to  problems  of  medically  under- 
served  communities  and  the  health  problems  that  they  have. 

This  is  the  second  day  of  hearings  that  we  will  be  dealing  with 
the  problems  of  these  tvpe  of  communities.  The  first  hearing  was 
on  June  29,  and  we  took  testimony  from  those  people  who  had  ex- 
tensive experience  in  delivering  health  care  to  these  types  of  com- 
mimities. 

We  talked  about  the  interrelationship  of  the  problems  of  eco- 
nomic development,  education,  health,  substance  abuse,  and  vio- 
lence in  our  distressed  communities.  Today  we  will  talk  about  a 
framework  for  providing  health  care  that  would  improve  the  qual- 
ity of  health  in  these  communities,  and  we  would  like  to  take  a 
look  and  see  how  the  administration  intends  to  deal  with  some  of 
the  unique  type  of  problems  that  we  face  here. 

Those  problems,  of  course,  include  substance  abuse,  AIDS,  TB, 
high  infant  mortality,  trauma  injuries,  low  immunization  rates, 
and  also  to  see  not  whether  or  not  we  just  have  the  poor  folks  have 
access  to  health  care,  but  to  determine  whether  or  not  the  goal  is 
to  remove  them  from  these  particular  distressed  areas. 

In  other  words,  if  we  were  talking  about  drug  addiction,  would 
the  provider  be  concerned  about  giving  methadone  over  a  long  pe- 
riod which  is  relatively  inexpensive  or  is  the  goal  to  get  the  patient 
into  full  recovery  ana  into  a  market,  and  what  standards  would 
you  require  for  providers  to  have  in  this  area. 

The  Chair  takes  a  great  deal  of  pleasure  in  recognizing  Mel  Han- 
cock, the  rgmking  minority  member,  for  an  opening  statement. 

Mr.  Hancock.  Thank  you,  Mr.  Chairman.  Today's  hearing  will 
provide  an  interesting  look  at  the  special  health  care  problems  of 
urban  and  other  economically  distressed  neighborhoods.  I  under- 
stand we  are  also  going  to  focus  on  the  health  care  needs  of  areas 
of  the  country  which  in  many  respects  are  very  much  different  from 
those  of  our  large  population  centers. 

As  many  of  us  know,  urban  poverty  places  unique  pressures  on 
our  current  health  system.  Although  an  adequate  presence  of  hos- 
pitals and  qualified  medical  practitioners  does  not  rank  first  among 
urban  problems,  the  financial  strains  of  treating  the  poor  is  a 
major  problem  in  many  cities  across  America. 

Mirroring  those  problems  are  areas  like  the  one  I  represent 
which  do  not  suffer  the  troubles  of  the  big  city,  but  where  residents 
often  have  to  travel  long  distances  to  seek  specialized  medical  as- 
sistance. It  is  important  for  us  to  examine  the  administration's 
health  care  reform  proposals  and  how  well  they  address  the  con- 
trasting needs  of  urban  centers  and  underserved  rural  areas. 

I  am  also  pleased  that  we  will  have  an  opportunity  to  gather 
comments  on  the  role  of  tax  exempt  and  charitable  hospitals  in  the 
new  health  care  structure  which  envisions  that  all  medical  services 
are  compensated.  Thank  you,  Mr.  Chairman,  for  calling  this  hear- 
ing. I  am  sure  we  are  going  to  learn  much  from  the  witnesses 
today. 

Chairman  Rangel,  Thank  you.  Before  we  hear  from  our  wit- 
nesses, if  there  is  no  objection,  I  would  like  to  enter  the  statement 
of  Joseph  Califano,  Jr.  mto  the  record,  former  Secretary  of  Health 


and  Human  Services  and  still  doing  work  at  Columbia  University 
in  terms  of  drug  and  substance  abuse,  and  he  would  have  been 
with  us  if  he  could  have  rearranged  his  schedule,  but  he  will  be 
working  with  the  committee  members  and  staff  to  help  us  to  try 
to  refine  the  President's  package. 
[The  prepared  statement  follows:] 


statement  of 

Joseph  A.  Califano,  Jr. 

before  the  Subcommittee  on  Select  Revenue  Measures  of  the 

Hays  and  Means  Committee  of  the  House  of  Representatives 

November  9,  1993 

Mr.  Chairman: 

The  hearings  you  are  holding  today  focus  attention  on 
the  relationship  of  drug  and  alcohol  treatment  to  the  President's 
health  reform  proposals.   Here's  how  important  that  relationship 
is: 

Reform  of  our  health  system  that  seeks  to  provide 
affordable  care  to  all  Americans  is  doomed  to  failure  unless  it 
mounts  an  all-fronts  attack  on  substance  abuse  and  addiction. 

Substance  abuse  and  addiction  is  responsible  for  at 
least  140  billion  dollars  of  the  one  trillion  dollars  we  will  be 
spending  annually  on  health  care  by  the  end  of  this  year.   Some 
54  million  individuals  are  hooked  on  cigarettes;  18-and-a-half- 
million  are  addicted  to  alcohol  or  abuse  it;  some  12  million 
abuse  legal  drugs;  more  than  six  million  regularly  use  marijuana; 
more  than  two  million  use  cocaine  at  least  once  a  week,  including 
half  a  million  addicted  to  crack;  up  to  a  million  are  hooked  on 
heroin,  and  the  number  is  growing;  half  a  million  use 
hallucinogens  such  as  PCP  and  LSD;  millions  more  experiment  with 
illegal  drugs.   He  have  in  the  United  States  today  millions  of 
men,  women  and  children  addicted  to  legal  and  illegal  drugs  and 
alcohol  who  have  not  been  treated  successfully. 


Those  numbers,  grim  as  they  are,  cannot  convey  the 
human  misery — the  lives  broken,  the  children  killed  here  in  the 
nation's  capital  this  past  Friday  night,  the  senior  citizens  who 
lock  themselves  in  their  apartments  terrified  of  shopping  even  in 
broad  daylight,  the  families  destroyed,  the  babies  brought  into 
the  world  disabled  by  a  parent's  crack  habit. 

Substance  abuse  is  America's  public  health  enemy  number 
one  and  it  requires  an  all-fronts  attack,  involving  research, 
education  and  prevention,  and  treatment. 

Mr.  Chairman,  your  hearing  is  focused  on  treatment. 
Today  in  America,  treatment  for  the  affluent  usually  means  a  long 
term  therapeutic  or  30-day  residential  program  followed  by 
attentive  aftercare.   For  the  poor,  it  too  often  means  simply 
transferring  the  addict  to  another  drug,  methadone,  without 
adequate  support  systems,  and  giving  whatever  care  underfunded 
public  programs  can  provide. 

What  will  patients  who  hold  the  Clinton 
administration's  Health  Security  Card  get  when  they  go  to  the 
doctor,  health  maintenance  organization,  clinic  or  hospital? 

The  doctor  who  sees  a  diabetic  has  standards  to 
determine  whether  the  patient  needs  injections  of  insulin  or  can 
take  pills.   A  pediatrician  who  examines  a  child  with  a  sore 
throat,  fever  and  wheezing  can  determine  whether  the  child  has  a 
flu,  a  cold  or  a  strep  throat.   Obstetricians  have  standards  to 
decide  whether  the  delivery  can  be  natural  or  requires  caesarian 
surgery.   A  cardiologist  can  determine  whether  the  heart 


condition  requires  a  coronary  bypass  or  an  angioplasty.   Medicine 
is  still  as  much  mystery  as  miracle  cure,  but  we  have  done  enough 
research  in  each  of  the  areas  cited  to  greatly  improve  our 
ability  to  make   the  difficult  choices  so  important  to  the 
patient's  well-being. 

What  are  the  standards  to  guide  the  physician  who  sees 
a  drug  or  alcohol  addict?  They  are  inadequate  at  best.   The 
harsh  reality  is  that  we  have  put  work  on  treatment  effectiveness 
and  appropriateness  on  the  back  of  the  medical  research  burner 
for  the  past  twenty-five  years.   As  a  result,  we  do  not  know  what 
treatment  works  best  for  whom  under  what  circumstances.  VThat 
little  research  we  have  done  is  too  anecdotal  and  among  groups 
too  small  to  form  the  basis  for  sound  general  conclusions. 

This  year,  the  National  Institutes  of  Health  will  spend 
more  than  four  billion  dollars  for  research  on  cancer, 
cardiovascular  disease  and  AIDS.   NIH  will  spend  less  than  20  per 
cent  of  that  amount  on  substance  abuse  and  addiction— the  largest 
single  cause  and  exacerbator  of  those  three  killers  and 
cripplers . 

Skepticism  about  the  effectiveness  of  treatment  is  a 
key  reason  why  the  Reagan,  Bush  and  Clinton  administrations  have 
not  requested  the  funds  needed  for  treatment — and  why  the 
Democratic  Congress  has  given  them  even  less  than  they  asked  for. 

It  is  not  only  a  question  of  need,  Mr.  Chairman.   It  is 
a  question  of  knowledge.  At  least  six  million  Americans  need 
drug  treatment  and  well  over  that  number  need  treatment  for 


alcohol  and  prescription  drug  addiction.   As  a  matter  of  social 
justice,  we  must  offer  treatment  to  those  who  seek  it — and, 
indeed,  many  treatment  programs  have  success  rates  that  compare 
favorably  with  many  cancer  therapies.   But  until  we  know  better 
what  treatment  works  best  for  whom,  we  are  condemning  millions  of 
our  fellow  citizens  to  lives  of  degradation,  violence,  crime  and 
despair. 

Our  failure  to  invest  the  resources  to  seek  more 
effective  treatment  for  addiction  is  a  national  disgrace.   If — 
God  forbid — six  million  Americans  had  AIDS,  polio  or  multiple 
sclerosis  and  millions  more  were  threatened  with  any  of  those 
diseases,  does  anyone  doubt  that  the  Congress  would  seek  a  cure 
by  funding  a  crash  research  program  that  would  rival  the 
Manhattan  Project  to  harness  nuclear  power  during  World  War  II? 

Two  years  ago,  Mr.  Chairman,  I  founded  CASA,  the  Center 
on  Addiction  and  Substance  Abuse  at  Columbia  University.   I  acted 
on  the  conviction  that  substance  abuse  and  addiction  is  one  of 
the  overarching  threats  to  our  nation.   CASA's  mission  is  to 
inform  our  people  of  the  enormous  cost  of  substance  abuse  and 
addiction  throughout  our  society  and  its  impact  on  their  lives, 
to  encourage  individuals  and  institutions  to  tcike  responsibility 
to  combat  substance  abuse  and  addiction  and,  most  relevant  here, 
to  find  out  what  works  in  treatment  and  prevention. 

We  are  working  to  conduct  a  national  assessment  of  what 
treatment  programs  work  for  whom,  under  the  leadership  of  Dr. 
Herbert  Kleber,  one  of  our  nation's  finest  authorities  on 
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substance  abuse  and  addiction,  a  man  you  know.  It  is  our  hope 
that  our  work  will  lead  the  Congress  and  the  administration  to 
invest  in  treatment  the  resources  we  would  invest  in  any  other 
ailment  that  afflicted  so  many  of  our  citizens. 

Bluntly  put,  Mr.  Chairman,  the  Health  Security  Card  is 
a  valuable  key  to  health  care  for  millions  of  Americans  with 
cancer,  heart  disease,  broken  bones,  respiratory  and  other 
socially  acceptable  ailments.   But  that  card  is  only  as  valuable 
as  the  knowledge  of  the  doctor  and  the  effectiveness  of  the 
treatment  he  or  she  has  to  offer.   For  patients  who  abuse 
substances  or  are  addicted  to  them,  the  Health  Security  Card's 
currency  is  greatly  reduced  until  we  know  what  treatment  will 
work  best  for  them. 
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Chairman  Rangel.  Now,  we  welcome  to  the  subcommittee  Dr. 
Phil  Lee,  who  is  Assistant  Secretary  for  Health  and  our  old  friend, 
Mr.  Peter  Edelman,  who  is  counselor  to  the  Secretary  of  Health 
and  Human  Services,  and  we  will  start  off  with  Dr.  Lee. 

STATEMENT  OF  PHILIP  R  LEE,  MJ).,  ASSISTANT  SECRETARY 
FOR  HEALTH,  U.S.  DEPARTMENT  OF  HEALTH  AND  HUMAN 
SERVICES,  ACCOMPANIED  BY  PETER  EDELMAN,  COUN- 
SELOR TO  THE  SECRETARY 

Dr.  Lee.  Mr.  Chairman,  thank  you  very  much,  and  Mr.  Hancock, 
thanks  for  the  opportunity  for  Peter  Edelman  and  myself  to  appear 
before  this  subcommittee  to  discuss  how  the  President's  health  se- 
curity plan  will  meet  the  health  needs  of  America's  inner  cities, 
and  as  Mr.  Hancock  pointed  out,  some  of  the  comparable  problems 
are  encountered  in  rural  areas,  hard-to-reach  populations,  trans- 
portation problems,  other  access  issues. 

Although  we  will  not  be  dealing  with  those  specifically,  the  plan 
has  a  good  deal  of  focus  on  meeting  those  needs  as  well.  Mr.  Chair- 
man, as  you  and  others  in  the  Congress  have  been  eloquent  in 
speaking  out  about  the  health  crisis  of  our  inner  cities,  and  I  would 
point  out  to  those  who  are  here,  the  chairman's  statement  at  the 
meeting  sponsored  by  Columbia  University  in  June,  very  eloquent 
statement,  this  was  a  conference  on  health  care  in  underserved 
urban  America,  implications  for  national  health  reform. 

The  Chairman  had  a  very  eloquent  statement  there,  and  there 
was  also  in  that  a  wealth  of  material  that  we  have  been  drawing 
on  in  terms  of  our  own  thinking  about  the  reforms.  It  was  a  very, 
very  helpful  conference.  While  we  spend  more  in  the  United  States 
than  any  other  country  in  the  world,  and  we  have  in  our  cities 
some  of  the  most  renowned  public  hospitals,  some  of  the  most  dis- 
tinguished biomedical  institutions,  the  health  status  of  some  of  our 
inner-city  residents  closely  resembles  that  of  citizens  of  the  Third 
World  countries. 

The  cost  of  health  problems  in  the  urban  United  States  have 
been  staggering,  both  in  terms  of  human  suffering  and  economi- 
cally, yet  without  comprehensive  health  care  reform,  it  has  not 
been  possible  to  develop  an  effective  proactive  strategy  for  address- 
ing these  problems. 

The  President's  plan  provides  the  means  for  the  first  time  to 
bring  health  security  to  all  Americans,  including  everyone  in  the 
inner  cities.  It  does  so  in  part  through  insurance  and  market  re- 
forms. 

More  importantly,  it  actively  shifts  the  focus  of  the  entire  health 
care  system  toward  prevention  and  strengthens,  restructures  and 
integrates  the  personal  care  and  public  health  systems.  In  a  cul- 
turally diverse  environment  too  often  characterized  by  poverty, 
overcrowding,  crime  and  unemployment,  residents  of  inner  cities 
suffer  disproportionately  from  an  array  of  health  problems. 

In  my  testimony  I  outline  these  in  some  detail,  but  I  would  just 
like  to  highlight  a  few.  Low-income  minority  populations  in  inner 
cities  have  as  much  as  a  fourfold  higher  incidence  of  diabetes,  hy- 
pertension, heart  disease,  and  stroke  than  the  general  population, 
and  often  they  have  less  access  to  care.  We  know  from  a  study  done 
a  few  years  ago  in  New  York  City  that  what  are  called  discre- 
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tionary  admissions,  admissions  for  patients  with  asthma,  for  exam- 
ple, much  more  Hkely  to  occur,  congestive  heart  failure  or  diabetes 
in  low-income  neighborhoods. 

A  recent  second  study  completed  in  California  found  it  is  the  lack 
of  primary  care  in  those  neighborhoods  more  than  any  other  single 
factor  that  produces  the  admission  to  first,  the  emergency  room, 
then  to  the  hospital.  This  is  one  of  the  areas  we  will  be  dealing 
with  in  the  reforms. 

Cancer  is  diagnosed  at  much  later  stages  in  inner  city  popu- 
lations, often  when  it  is  no  longer  treat^le.  In  Harlem,  for  in- 
stance, only  5  percent  of  women  with  breast  cancer  are  diagnosed 
at  an  early  stage  as  compared  with  42  percent  of  African-American 
women  nationally  and  52  percent  of  Caucasian  women  nationwide. 

Death  rates  from  HIV  and  AIDS,  almost  four  times  as  high  for 
African-Americans  and  two  times  as  high  for  Hispanics  as  for  Cau- 
casians, again,  mainly  in  inner-city,  low-income  neighborhoods  with 
multiple  other  problems.  From  1985  to  1992,  while  the  tuberculosis 
case  rate  declined  from  6.7  to  6.5  cases  per  100,000  in  nonurban 
areas  in  the  United  States,  it  increased  from  17.1  to  22  cases  per 
100,000  in  urban  areas. 

Currently  New  York  City  accounts  for  almost  14  percent  of  the 
tuberculosis  cases  nationwide.  In  Harlem,  particularly,  the  preva- 
lence of  tuberculosis  is  200  cases  per  100,000.  That  is  four  times 
higher  than  the  New  York  City  average.  Substance  abusers  are  the 
fastest  growing  segment  of  the  HIV-AIDS  population,  and  sub- 
stance E^users  with  AIDS  are  a  major  factor  in  the  spread  of  drug- 
resistant  tuberculosis. 

The  cost  of  these  health  problems  in  the  inner  cities  is  high  and 
it  is  growing.  In  1989,  for  example,  the  Centers  for  Disease  Control 
estimated  that  $36  million  per  year  would  be  sufficient  to  curtail 
the  emerging  cases  of  tuberculosis.  Current  estimates  of  need  for 
these  activities  are  now  upwards  of  $480  million  per  year. 

According  to  the  Center  on  Addiction  and  Substance  Abuse  at 
Columbia,  substance  abuse  is  currently  estimated  to  add  $140  bil- 
lion to  our  country's  direct  and  indirect  health  care  costs  every 
year.  This  would  include  $500  million  just  for  the  treatment  of  co- 
caine-affected infants  during  the  first  months  of  life. 

To  the  extent  that  health  problems  of  inner-city  residents  reflect 
inadequate  access  to  personal  medical  care,  particularly  preventive 
and  prenatal  care  and  primary  care  services,  lack  of  health  insur- 
ance is  certainly  a  key  barrier  to  access  to  care  in  low-income 
urban  neighborhoods,  but  many  have  emphasized  the  importance  of 
other  barriers,  such  as  a  benefit  package  that  includes  preventive 
services,  a  comprehensive  benefit  package. 

The  second  would  be  proper  reimbursement,  Medicaid  reimburse- 
ment for  providers,  often  in  inner-city  areas  has  been  dismally  low 
as  it  has  been  in  many  rural  areas.  There  has  been  a  shortage  of 
practitioners  who  are  competent  and  culturally  trained,  culturally 
sensitive  to  practice  in  those  areas.  There  have  been  inadequate 
ambulatory  care  facilities,  whether  it  is  community  clinics  or  out- 
patient facilities  in  hospitals,  a  lack  of  transportation,  a  lack  of 
translation  services,  child  care  services,  and  a  lack  of  understand- 
ing about  access  or  utilization,  adolescents,  for  example,  may  have 
health  insurance  but  don't  access  mainstream  services. 
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We  referred  to  these  as  enabling  services,  services  that  would 
provide  individuals  with  access  to  services  above  and  beyond  what 
is  provided  when  everyone  has  a  card  or  health  insurance.  Most  of 
the  debate  on  health  care  has  focused  on  the  personal  health  care 
system,  but  without  question  the  reduced  health  status  of  the 
inner-city  populations  is  related  to  both  a  lack  of  access  to  personal 
medical  care,  but  also  a  decaying  public  health  infrastructure.  We 
have  many  examples  of  that. 

Currently  we  are  not  protecting  Americans,  and  this  would  be  all 
Americans,  sufficiently  against  preventable  infectious  disease  out- 
breaks. We  are  not  educating  them  enough  about  behavioral  and 
environmental  risk  factors  to  their  health  or  protecting  their  envi- 
ronment against  health-threatening  exposures.  An  Institute  of 
Medicine  study  about  10  years  ago  found  that  only  about  10  per- 
cent of  premature  mortality  could  be  prevented  by  access  to  per- 
sonal medical  care. 

About  70  percent  related  to  environmental  and  lifestyle  factors 
that  could  be  influenced  by  public  health  progprams.  Health  prob- 
lems such  as  teenage  pregnancy,  tuberculosis,  HIV-AIDS,  sub- 
stance abuse,  and  violence  simply  cannot  be  addressed  successfully 
without  vigorous  population-based  public  health  activities. 

We  must  define  the  particular  groups  for  whom  problems  are 
most  common.  We  must  identify  effective  interventions  by  learning 
why  some  commimities  are  hard  hit  by  a  problem  while  others 
somehow  seem  to  escape.  We  must  target  public  health  education 
and  preventive  interventions  to  populations  at  higher  risk  and  pop- 
ulations with  different  cultural  baclcgrounds. 

We  must  create  alliances  between  public  health  agencies,  health 
plans  and  providers,  as  well  as  sectors  outside  of  health,  such  as 
public  schools,  law  enforcement,  and  social  service  agencies  if  we 
are  to  achieve  our  health  goals. 

The  close  interrelationship  between  HIV  and  AIDS,  tuberculosis, 
substance  abuse,  infant  mortality  and  violence  highlights  the 
importance  of  pursuing  integrated  approaches  that  cut  across  indi- 
vidual problems,  and  that  unite  the  personal  and  public  health 
systems. 

This  morning  I  would  like  to  go  over  those  aspects  of  the  health 
security  plan  that  will  reduce  the  disparities  in  health  status  for 
inner-city  Americans,  both  by  assuring  all  Americans  access  to 
medically  necessary  and  appropriate  care  when  they  need  it  and  by 
enhancing  the  ability  of  communities  to  protect,  preserve,  and  pro- 
mote the  health  of  their  residents. 

For  the  most  part,  I  will  concentrate  on  the  public  health  initia- 
tives contained  in  title  III  of  the  President's  plan.  These  programs 
are  an  integral  part  to  achieve  the  goals  of  the  health  care  reform. 
They  will  ultimately  determine  how  well  health  security  is  pro- 
vided for  all  Americans,  and  the  extent  to  which  it  will  be  able  to 
contain  accelerating  costs  of  health  care.  I  won't  review  in  detail 
the  basic  elements  of  the  plan,  but  I  just  want  to  highlight  several 
factors. 

Under  reform,  all  Americans  will  be  covered  with  a  comprehen- 
sive range  of  benefits.  Indigent  populations  will  receive  subsidies  to 
cover  all  or  part  of  the  costs  of  their  premiums,  the  cost  sharing 
and  in  some  cases  wrap  around  services.  Providers  no  longer  wiU 
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receive  lower  payments  when  they  care  for  low-income  patients. 
There  will  also  be  an  additional  fund  created  for  vulnerable  popu- 
lations of  vulnerable  population  adjustment,  ,and  safeguards  will  be 
implemented  to  prevent  discrimination  based  on  race,  ethnicity, 
age  or  gender. 

These  include  prohibitions  against  cherry  picking  and  red  lining, 
enforcement  of  title  VI  of  the  Civil  Rights  Act,  requirements  that 
alliances  not  subdivide  metropolitan  statistical  areas,  and  the  abil- 
ity of  States  to  require  health  plans  to  include  inner-city  neighbor- 
hoods in  their  service  areas. 

The  access  initiative  is  an  important  element  in  the  reform  as 
well.  This  will  be  a  major  activity  which  will  include  added  support 
for  current  safety  net  programs,  such  as  the  community  and  mi- 
grant health  centers,  family  planning,  Ryan  White  maternal  and 
child  health  programs.  These  will  be  maintained  and,  in  fact, 
enhanced. 

The  practitioner  supply  available  in  urban  inner-city  areas  and 
rural  areas  will  be  significantly  expanded  through  ultimately  a 
fivefold  expansion  of  the  National  Health  Service  Corps,  fi^om  a 
current  level  of  about  1,600,  and  will  also  divide  those  up  more 
equally,  about  half  in  the  urban  inner-city  areas  and  about  half  in 
rural  areas. 

A  major  part  of  the  access  initiative  is  capacity  expansion,  and 
this  would  permit  capacity  expansion  in  inner-city  and  rural  areas 
with  both  loan  and  grant  funds.  This  will  be  accomplished  both  by 
expanding  the  successful  community  and  migrant  health  center 
programs  and  through  a  new  program  supporting  the  development 
of  community  practice  networks  and  health  plans. 

The  new  program  will  integrate  federally  funded  providers  with 
other  providers  in  underserved  areas,  equipping  them  with  skills  to 
coordinate  care,  negotiate  effectively  with  health  plans,  and  form 
their  own  plans  when  necessary.  It  will  increase  the  level  of  service 
availability  in  underserved  areas  by  supporting  the  creation  of  new 
practice  sites,  and  by  renovating  and  converting  existing  practice 
sites,  including  public  hospitals  and  rural  hospitals  and  clinics. 

In  addition,  it  will  improve  access  to  specialty  care  in  urban  and 
rural  underserved  areas  and  improve  coordination  of  care,  by  link- 
ing members  of  the  practice  networks  with  each  other  and  with  re- 
gional academic  medical  centers  through  information  systems  and 
telecommunications.  That  is  applicable  for  the  inner-city  area  and 
in  the  rural  areas  outreach  and  enabling  service,  I  have  mentioned 
these,  transportation,  translation,  child  care,  outreach,  a  significant 
expansion  in  the  capacity  expansion  initiative  for  these  enabling 
services. 

There  will  be  an  initiative  with  respect  to  school  age  youth,  and 
this  is  both  a  school-based  health  services  for  adolescents  in  low- 
income  neighborhoods,  primary  care  nurse  practitioners  in  the 
schools  or  in  school-related  sites,  and  psychosocial  counseling  serv- 
ices and  social  support  services. 

What  students  tell  us  in  the  high  schools  particularly,  in  high 
risk  neighborhoods  is  they  need  those  counseling  services  more 
than  any  other  to  help  them  deal  with  the  problems  that  they  are 
confronting.  That  will  be  provided.  The  priorities  will  be  for  stu- 
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dents  living  in  neighborhoods  or  in  families  where  the  incomes  are 
100  percent  of  poverty  or  below. 

The  second  part  of  that  school  health  initiative  will  be  a  school 
health  education  program  to  integrate  K  through  12  education,  ob- 
viously relating  the  priorities  to  local  school  districts  determina- 
tions by  the  local  school  boards.  We  are  working  very  closely  with 
the  Department  of  Education  on  the  development  of  these  initia- 
tives to  assure  that  they  link  closely  with  their  drug  education  ini- 
tiatives in  the  Department  of  Education  and  also  within  our  own 
Centers  for  Disease  Control  at  the  HIV  education  programs  sup- 
ported by  CDC. 

Another  element  in  the  reform  very  important  is  the  mental 
health  and  substance  abuse  initiatives  in  the  Public  Health  Serv- 
ice. We  will  be  expanding  both  the  formula  grants  for  substance 
abuse  and  mental  health  through  the  Public  Health  Service  in 
order  to  provide  more  enabling  services,  in  order  to  provide  more 
outreach  for  the  hard-to-reach,  hard-core  drug  addicts  or  the  hard- 
to-reach,  chronically  mentally  ill  such  as  the  homeless  mentally  ill. 

Finally,  we  have  two  major  initiatives  that  would  support  core 
public  health  care  functions.  There  are  a  series  of  core  public 
health  functions  that  are  described  in  the  testimony.  I  might  just 
illustrate  how  those  core  functions  would  relate,  for  example,  to  tu- 
berculosis. It  is  the  Health  Department's  role,  and  this  would  be 
supported  by  these  core  funds,  to  monitor  the  incidence  of  TB  cases 
in  the  community,  and  this  would  permit  the  Health  Department 
to  define  exactly  where  the  cases  are  coming  from,  what  population 
groups  are  most  in  danger  of  being  infected  because  of  their  prox- 
imity to  the  sources  or  sites  from  which  infection  arises. 

Public  health  surveillance  and  monitoring  capacity  can  then  de- 
fine the  morbidities,  such  as  substance  abuse  or  HIV-AIDS  and 
make  certain  that  treatment  facilities  for  those  diseases  are  alert 
to,  test  for  and  treat  and  help  control  the  spread  of  TB.  The  public 
health  role  is  also  to  control  the  spread  of  TB  while  providing  pre- 
ventive treatments,  and  for  those  patients  with  drug-resistant  tu- 
berculosis, there  could  be  supervised  drug  treatment,  multidrug 
treatment,  direct  supervision  of  that  treatment  by  the  public  health 
sector  or  making  sure  that  the  plans  provide  that. 

If  the  plans  do  it,  that  is  fine.  If  not,  the  health  departments 
must  do  that  to  protect  the  health  of  everyone  else.  The  public 
health  role  would  be  to  lead  the  community-based  efforts  to  prevent 
tuberculosis  spread,  convening  community  meetings  that  involve 
housing  authorities,  homeless  shelter  organizations,  social  service 
agencies,  private  health  care  associations,  hospitals,  and  others  in 
the  community  to  mobilize  effective  prevention  programs,  and  then 
to  educate  the  community  about  that. 

Finally,  there  is  as  part  of  the  public  health  initiative  grants  that 
would  go,  project  grants  that  would  go  to  State  health  departments 
or  to  local  communities  and  local  agencies  for  public  health  initia- 
tives at  the  local  level.  Violence,  for  example,  prevention  initiatives 
could  be  initiated  with  these  undifferentiated  grants  or  if  a  commu- 
nity has  a  serious  problem  with  diabetes,  a  diabetes  control  pro- 
gpram.  If  they  want  to  do  a  smoking  cessation  program,  different 
communities  may  have  different  priorities. 
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Finally,  two  elements  in  relation  to  research,  particularly  the 
prevention  research  initiative  at  the  National  Institutes  of  Health 
will  improve  our  capacity  to  understand  the  problems  and  deal 
with  them  more  effectively,  and  a  major  health  services  research 
initiative  will  help  us  improve  the  delivery  of  services,  provide  in- 
formation to  practitioners  through  practice  guidelines  that  will  help 
improve  the  quality  of  care  that  is  available  by  practitioners. 

Let  me  just  close  with  emphasizing  that  the  President's  health 
security  plan  is  designed  to  provide  all  Americans,  including  those 
living  in  low-income,  inner-city  neighborhoods  with  real  health  se- 
curity at  an  affordable  price.  To  this  end  the  public  health  initia- 
tives are  integral  to  the  success  of  health  care  reform. 

Taken  together  these  initiatives  provide  the  building  blocks  vital 
to  meeting  the  health  needs  of  inner-city  residents.  They  shift  fi- 
nancial incentives  away  from  paying  for  disease  and  their  complica- 
tions toward  paying  providers  and  plans  for  keeping  people 
healthy.  They  assure  inte^ation  of  private  and  public  health  care 
providers  and  mainstreammg  of  vulnerable  populations  too  long  ne- 
glected. They  build  on  the  new  responsibility  of  health  plans  and 
alliances  for  entire  populations  by  providing  funds  to  States  and 
local  health  agencies  to  work  in  partnership  with  the  personal 
health  care  system. 

They  promote  the  goal  of  quality  health  care  and  affordable  costs 
by  relying  more  on  primary  care  providers,  proven  clinical  inter- 
ventions, and  strong  information  base  and  performance  monitoring 
to  support  quality  assurance  efforts. 

In  summary,  the  President's  health  security  plan  moves  away 
from  a  two-tiered,  inequitable  and  inefficient  system  of  health  care 
toward  a  new  health-oriented  partnership  between  government, 
employers,  health  care  providers  and  consumers,  as  well  as  commu- 
nities. 

Mr.  Chairman  and  members,  I  appreciate,  and  Peter  Edelman 
appreciates  the  opportunity  to  appear  before  this  committee.  We 
look  forward  to  working  with  you  to  take  full  advantage  of  this  op- 
portunity to  improve  the  health  of  all  of  our  people  and  to  close  the 
gaps  between  the  health  status  of  those  in  the  inner  cities  and  the 
rest  of  the  population.  Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  PHIUP  R.  LEE,  M.D. 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


Thank  you,  Mr.  Chairman,  for  the  opportunity  to  come  before  your  Committee  to 
discuss  how  the  Presidrat's  Health  Security  Plan  will  meet  the  health  needs  of  America's 
inner  cities. 

Mr.  Chairman,  you  and  others  in  the  Congress  have  been  eloquent  in  speaking  out 
about  the  health  crisis  facing  our  inner  cities.   While  we  spend  more  for  health  care  than  any 
other  nation  in  the  world,  and  have  in  our  cities  some  of  the  world's  most  renowned 
biomedical  institutions,  the  health  status  of  some  inner-city  residents  closely  resembles  that  of 
citizens  in  Third- World  countries.     The  costs  of  health  problems  in  urban  areas  of  the 
United  States  have  been  staggering,  both  economically  and  in  terms  of  human  suffering.   Yet 
without  comprehensive  health  care  reform  it  has  not  been  possible  to  develop  an  effective, 
proactive  strategy  for  addressing  them. 

The  President's  plan  provides  the  means  -  for  the  first  time  ~  to  bring  health  security 
to  all  Americans,  including  those  in  inner  cities.   It  does  so  in  part  through  insurance  and 
market  reforms.     More  important,  it  actively  shifts  the  focus  of  the  entire  health  care  system 
toward  prevention  and  strengthens,  restructures,  and  integrates  the  personal  care  and  public 
health  systems. 

THE  HEALTH  CARE  PROBLEM  IN  INNER  CITIES 

In  a  culturally-diverse  environment  too  often  characterized  by  poverty,  overcrowding, 
crime,  and  unemployment,  residents  of  inner  cities  suffer  disproportionately  from  an  array  of 
health  problems.   Let  me  share  with  you  a  few  examples. 

^         Low-income,  minority  populations  in  inner  cities  have  as  much  as  a  four-fold 
higher  incidence  of  diabetes,  hypertension,  heart  disease,  and  stroke  than  the 
general  population.  These  chronic  diseases  are  also  more  likely  to  be  poorly 
controlled  and  to  be  the  cause  of  death  in  these  populations  than  in  other 
Americans. 

^        Cancer  is  diagnosed  at  much  later  stages  in  inner-city  populations,  often  when 
it  is  no  longer  treatable.   In  Harlem,  for  instance,  only  five  percent  of  women 
with  breast  cancer  are  diagnosed  at  an  early  stage  as  compared  with  42%  of 
African  American  women  and  52%  of  Caucasian  women  nationwide. 

4        Births  among  girls  ages  IS- 17  are  three  times  higher  for  African  Americans 
than  Caucasians;  for  girls  14  yean  of  age  and  younger,  the  birth  rate  for 
African  Americans  is  six  times  higher.  The  incidence  of  low  birth  wdght  and 
infant  mortality  are  both  twice  as  high  for  African  American  mothers  as  for 
Caucasian  mothers. 

^        The  death  rate  from  HIV/ AIDS  is  almost  four  times  higher  for  African 
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Americans  and  over  two  times  higher  for  Hispanics  than  for  Caucasian 
Americans.   In  1991,  AIDS  was  the  leading  cause  of  death  --  ranking  higher 
than  cancer  and  homicide  ~  among  African  Americans  and  Hispanics  ages  25 
to  44. 

♦  From  1985  through  1992,  while  the  tuberculosis  case  rate  declined  from  6.7  to 
6.5  cases  per  100,000  in  non-urban  areas  of  the  United  States,  it  increased 
from  17. 1  to  22  cases  per  100,000  in  urban  areas.    Currently,  New  York  City 
accounts  for  14  percent  of  all  cases  of  tuberculosis  in  the  country.    In  Harlem, 
the  prevalence  of  tuberculosis  is  200  cases  per  100,000,   four  times  higher 
than  the  New  York  City  average. 

♦  Substance  abusers  are  the  fastest  growing  segment  of  the  HTV/AIDS 
population,  and  substance  abusers  with  AIDS  are  a  major  factor  in  the  spread 
of  multi-drug  resistant  tuberculosis.    Fifteen  percent  of  women  delivering 
babies  in  Harlem  hospital  use  cocaine. 

The  cost  of  these  inner-city  health  problems  is  high  and  growing.    For  example,  in 
1989,  the  Centers  for  Disease  Control  estimated  that  $36  million  per  year  would  be  sufficient 
to  curtail  the  emerging  tuberculosis  epidemic.   Current  estimates  of  need  for  these  activities 
are  now  up  to  about  $480  million  per  year.   According  to  the  Center  on  Addiction  and 
Substance  Abuse  at  Columbia  University,  substance  abuse  is  currently  estimated  to  add  $140 
billion  to  our  country's  direct  and  indirect  health  care  costs  every  year,  including  $500 
million  to  treat  cocaine-affected  infants  during  their  first  month  of  life.   Without  effective 
intervention,  HTV/AIDS,  teen  pregnancy,  and  chronic  diseases  will  continue  to  add 
unnecessary  billions  to  our  health  care  costs. 

To  some  extent,  the  health  problems  of  inner-city  residents  reflect  inadequate  access 
to  personal  medical  services,  particularly  preventive,  prenatal,  and  primary  care  services. 
Lack  of  health  insurance  is  certainly  a  key  barrier  to  care  in  low-income,  urban 
neighborhoods.   But  many  have  emphasized  the  importance  of  other  barriers,  such  as  benefit 
packages  lacking  coverage  for  preventive  services;  low  Medicaid  provider  reimbursement 
rates;  a  serious  undersupply  of  competent  and  culturally-sensitive  practitioners;  inadequate 
outpatient  and  inpatient  facilities;  lack  of  transportation,  translation,  or  child-care  services; 
and  a  lack  of  understanding  among  certain  segments  of  the  population  ~  such  as  adolescents, 
substance  abusers,  the  homeless  -  of  the  need  for  or  availability  of  health  care  services. 

Most  of  the  health  care  debate  has  focused  on  the  personal  health  care  system.   But, 
without  question,  the  reduced  health  status  in  inner  cities  is  directly  related  to  our  lack  of 
support  and  attention  to  public  health.   Currently,  we  are  not  protecting  Americans 
sufficiently  against  preventable  infectious  disease  outbreaks,  educating  them  enough  about 
behavioral  and  environmental  risks  to  their  health,  or  protecting  their  environment  against 
health-threatening  exposures. 
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In  1982,  the  Institute  of  Medicine  estimated  that  only  10  percent  of  preventable  early 
death  is  related  to  inadequate  delivery  of  personal  medical  services,  whereas  70  percent  is 
related  to  environmental  and  lifestyle  factors  that  can  be  addressed  by  public  health.   In 
recent  years,  however,  as  the  health  insurance  system  has  failed  more  and  more  Americans, 
public  health's  energies  and  resources  have  increasingly  been  focused  on  providing  personal 
health  care  services  to  the  uninsured  and  underinsured,  to  the  detriment  of  its  essential, 
population-based  functions. 

Health  problems  such  as  teenage  pregnancy,  tuberculosis,  HTV/AIDS,  substance 
abuse,  and  violence  simply  cannot  be  addressed  successfully  without  vigorous  population- 
based  public  health  activities.   We  must  define  the  particular  groups  for  whom  problems  are 
most  common.   We  must  identify  effective  interventions  by  learning  why  some  communities 
are  hard-hit  by  a  problem  while  others  somehow  seem  to  escape.   We  must  target  public 
education  and  prevention  interventions  to  populations  at  highest  risk  and  populations  with 
different  cultural  backgrounds.   And  we  must  create  alliances  between  public  health  agencies, 
health  plans,  and  providers  as  well  as  sectors  outside  health,  such  as  public  schools,  law 
enforcement  agencies,  and  social  service  agencies.   The  close  interrelationship  between 
HIV/ AIDS,  tuberculosis,  substance  abuse,  infant  mortality,  and  violence  highlights  the 
importance  of  pursuing  integrated  approaches  that  cut  across  individual  problems  and  that 
unite  the  personal  care  and  public  health  systems. 


INNER  CITIES  AND  HEALTH  CARE  REFORM 

This  morning,  I  would  like  to  go  over  those  aspects  of  the  Health  Security  Plan  that 
will  reduce  disparities  in  health  status  for  inner-city  Americans,  both  by  assuring  all 
Americans  access  to  medically  necessary  and  appropriate  care  when  they  need  it,  and  by 
enhancing  the  ability  of  communities  to  protect,  preserve,  and  promote  the  health  of  their 
residents.   For  the  most  part  I  will  concentrate  on  the  public  health  initiatives  contained  in 
Title  in  of  the  President's  plan.   These  programs,  which  are  integral  to  achieving  the  goals 
of  health  care  reform,  will  ultimately  determine  how  well  health  security  is  provided  for  all 
Americans  and  the  extent  to  which  we  will  be  able  to  contain  accelerating  health  care  costs. 

Basic  Elements  of  Reform 

I  need  not  review  in  detail  with  this  committee  the  basic  elements  of  the  President's 
plan  that  will  improve  access  to  care  for  all  Americans.   However,  considering  the  problems 
of  inner-cities,  several  points  are  worth  emphasizing: 

♦        Under  reform,  all  Americans  will  be  covered  for  a  comprehensive  range  of 
benefits,  including  expanded  mental  health  and  substance  abuse  services.   In 
addition,  preventive  services  will  be  available  without  deductibles  or 
copayments. 
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♦  Indigent  populations  will  receive  subsidies  to  cover  part  or  all  of  the  costs  of 
premiums,  cost  sharing,  and,  in  some  cases,  wraparound  services. 

♦  Providers  no  longer  will  receive  lower  payments  when  they  care  for  low- 
income  patients.   Hospitals  serving  a  high  proportion  of  low-income  and 
undocumented  persons  will  receive  additionsd  payments  through  a  federal 
Vulnerable  Population  Adjustment. 

♦  Safeguards  will  be  implemented  to  prevent  discrimination  based  on  race, 
ethnicity,  age,  or  gender.   These  include  prohibitions  against  cherry  picking 
and  redlining,  enforcement  of  Title  VI  of  the  Civil  Rights  Act,  requirements 
that  alliances  not  subdivide  metropolitan  statistical  areas,  and  the  sdjility  of 
States  to  require  health  plans  to  include  iimer-city  neighborhoods  in  their 
service  areas. 

Access  Initiatives 

Congress,  including  members  of  this  Committee,  has  demonstrated  great  concern 
about  the  ability  of  underserved  populations  to  obtain  access  to  personal  health  care  services. 
You  have  also  expressed  concern  about  the  ability  of  health  care  providers  currently  serving 
underserved  populations  to  become  effective  participants  in  the  reformed  system.   The 
President  recognizes,  as  you  do,  that  a  Health  Security  Card  will  not,  in  and  of  itself, 
guarantee  that  all  Americans  receive  necessary  health  care  services.   To  achieve  this  goal, 
universal  health  insurance  must  be  backed  up  by  an  adequate  system  of  practitioners, 
facilities,  education,  outreach,  and  information. 

Special  initiatives  contained  in  Title  m  will  assure  that  all  Americans  ~  no  matter 
who  they  are  or  where  they  live  -  have  access  to  the  full  range  of  services  included  in  the 
comprehensive  benefit  package  under  health  care  reform.   Currently  72  million  Americans 
live  in  inner-city  and  rural  areas  where  there  are  neither  sufficient  numbers  of  providers  nor 
adequate  facilities.   And  many  isolated,  culturally  diverse,  and  hard-to-reach  populations 
confront  other  barriers  that  reduce  their  access  to  care.   The  Health  Security  Act  uses  five 
interrelated  approaches  to  remove  these  barriers  to  care  and  to  facilitate  transition  to  a  single- 
tier  system  in  which  all  Americans  have  an  adequate  choice  of  culturally-sensitive  providers 
and  health  plans. 

♦  Current  Safety-Net  Programs.     Current  safety-net  programs  such  as 
community  and  migrant  health  centers,  programs  for  the  homeless,  family 
planning,  Ryan  White,  and  maternal  and  child  health  will  be  maintained.  To 
assure  access  and  continuity  of  care  during  the  early  years  of  reform, 
providers  funded  under  these  programs  will  receive  automatic  designation  as 
essential  community  providers,  guaranteeing  them  payment  for  covered 
services  from  all  health  plans. 
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^        Practitioner  Supply.    The  supply  of  practitioners  in  underserved  areas  will 
be  increased.   This  will  be  accomplished  by  expanding  the  National  Health 
Service  Corps  five-fold  from  its  current  field  strength  of  1,600;  by  redirecting 
residency  training  to  substantially  increase  the  ratio  of  primary  care  physicians 
to  specialist  physicians;  and  by  supporting  the  training  of  primary  care 
physicians,  physician  assistants,  and  advanced  practice  nurses.   Special 
programs  to  increase  the  representation  of  minorities  and  disadvantaged 
persons  among  healtli  professionals  will  overcome  access  barriers  that  stem 
from  cultural  gaps. 

^         Capacity  Expansion.    Capacity  expansion  in  inner-city  and  rural  areas  will  be 
supported.   This  will  be  accomplished  both  by  expanding  the  successful 
community  and  migrant  health  center  program  and  through  a  new  program 
supporting  the  development  of  community  practice  networks  and  health  plans. 

The  new  program  will  integrate  federally  funded  providers  with  other 
providers  in  underserved  areas,  equipping  them  with  skills  to  coordinate  care, 
negotiate  effectively  with  health  plans,  and  form  their  own  health  plans.    It 
will  increase  the  level  of  service  available  in  underserved  areas  by  supporting 
the  creation  of  new  practice  sites  and  by  renovating  and  converting  existing 
practice  sites,  including  public  and  rural  hospitals.    In  addition,  it  will  improve 
access  to  specialty  care  in  urban  and  rural  underserved  areas  ~  and  improve 
coordination  of  care  -  by  linking  members  of  the  practice  networks  with  each 
other  and  with  regional  and  academic  medical  centers  through  information 
systems  and  telecommunications. 

♦        Outreach/Enabling  Services.     The  Access  Initiative  also  incorporates  a  new 
competitive  grant  program  that  will  expand  federal  support  for  enabling 
services  ~  such  as  transportation,  translation,  child-care,  and  outreach.   These 
grants  will  assure  that  isolated,  culturally-diverse,  hard-to-reach  persons  not 
served  by  other  programs  get  the  supplemental  services  they  need  to  obtain 
access  to  medical  care  and  to  use  the  health  care  system  effectively.     Awards 
will  be  made  to  community  practice  networks,  community  health  plans,  and 
other  public  and  private  not-for-profit  organizations  with  experience  and 
expertise  in  providing  enabling  services  for  underserved  populations, 
complementing  existing  Public  Health  Service  programs. 

For  many  years,  groups  that  have  been  denied  access  to  the  traditional  medical 
care  system  have  come  to  rely  on  emergency  room  care,  often  waiting  until 
their  problems  are  far  more  difficult  and  costly  to  treat.   These  individuals 
must  be  assisted  in  shifting  their  care  patterns  and  learning  to  use  the  health 
system  more  effectively  by  receiving  earlier  and  more  appropriate  primary 
care  services.   Enabling  funds  in  the  new  program  will  not  only  improve 
access  to  care  for  these  vulnerable  populations,  but  will  also  reduce  the 
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excessive  costs  associated  with  avoidable  emergency  and  tertiary  care  services. 

♦         School- Age  Youth.   The  final  component  of  the  Access  Initiative  will  address 
the  problems  of  one  of  our  Nation's  most  vulnerable  groups:  adolescents  and 
young  adults.   The  current  health  care  system  has  failed  to  provide  our  youth 
with  the  information  and  services  they  need  to  avoid  risky  behaviors  and  make 
healthy  decisions.    Adolescents  are  also  often  reluctant  to  seek  help,  ignorant 
about  what  help  is  needed  or  where  to  get  it,  and  concerned  about 
confidentiality.  These  barriers  contribute  to  the  substantial  problems  with 
substance  abuse,  unwanted  pregnancy,  and  HTV/AIDS  among  this  age  group. 

The  Health  Security  Plan  will  reach  out  to  school-age  youth  and  adolescents  in 
two  ways.   The  Comprehensive  School  Health  Education  initiative  will 
establish  a  national  framework  within  which  States  can  create  school  health 
education  programs  that  improve  the  health  and  well  being  of  students,  grades 
K  through  12,  by  addressing  locally  relevant  priorities  and  reducing  behavior 
patterns  associated  with  preventable  morbidity  and  mortality.   This  program 
will  be  targeted  to  areas  with  high  needs,  including  poverty,  births  to 
adolescents,  and  sexually-transmitted  diseases  among  school-aged  youth. 

The  School-Related  Services  program  will  support  the  provision  of  health 
services  -  including  psychosocial  services  and  counseling  in  disease 
prevention,  health  promotion,  and  individualized  risk  behavior  ~  in  school- 
based  or  school-linked  sites.   Grants  will  be  made  to  states  for  the 
development  and  implementation  of  state-wide  projects  targeted  at  high-risk 
youth  ages  10-19.   In  states  that  do  not  take  this  initiative,  grants  will  be 
available  to  local  community  partnerships  including  public  schools, 
experienced  providers,  and  community  organizations. 

Mental  Health  and  Substance  Abuse  Initiatives 

New  funds  authorized  in  Title  HI  will  assure  that  low-income,  hard-to-reach 
individuals  in  inner  cities  and  other  neighborhoods  know  about  and  take  advantage  of  the 
expanded  mental  health  and  substance  abuse  treatment  benefits  included  in  the  comprehensive 
benefits  package.   Working  through  the  existing  Community  Mental  Health  Services  and  the 
Substance  Abuse  Prevention  and  Treatment  formula  grants,  these  funds  will  support  enabling 
services  ~  community  and  patient  outreach,  transportation,  translation,  education  ~  for  low- 
income  individuals  and  other  vulnerable  groups  (such  as  the  homeless,  dually-diagnosed,  or 
severely  mentally  ill).   In  addition,  they  will  build  up  the  currently  inadequate  infrastructure 
for  delivering  mental  health  and  substance  abuse  services  in  communities  and  facilitate 
integrating  these  services  within  the  broader  health  care  system. 

Core  Public  Health  and  Prevention  Initiatives 
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Two  programs  included  in  Title  in  will  build  up  the  capability  of  State  and  local 
public  health  agencies  to  address  high  priority  community  health  problems.   The  Health 
Security  Plan,  by  providing  universal  insurance  coverage,  will  allow  public  health  agencies  to 
turn  their  resources  and  expertise  to  carrying  out  the  essential  population-based  functions  of 
public  health.   At  the  same  time,  by  supporting  the  establishment  of  alliances  and  health 
plans,  it  will  enable  public  health  agencies  to  link  with  these  entities  in  achieving  community- 
wide  health  status  improvements.   The  following  programs  take  full  advantage  of  the 
opportunities  inherent  in  reform  to  help  inner  cities  and  other  communities  identify,  prevent, 
and  control  high  priority  local  health  problems. 

^        Core  Public  Health  Program.   This  competitive  grant  program  will  provide 
funds  to  State  health  agencies  to  strengthen  core  public  health  functions  at  state 
and  local  levels.   These  generic  functions,  which  are  essential  in  addressing 
the  problems  of  inner  cities,  such  as  teen  pregnancy,  multi-drug-resistant 
tuberculosis,  substance  abuse,  and  violence,  include: 

(1)  surveillance  of  communicable  and  chronic  diseases  ~  essential  to  define  the 
magnitude,  site,  and  trends  of  health  problems  so  that  limited  resources  can  be 
directed  to  populations  at  greatest  risk. 

(2)  control  of  communicable  diseases  and  injuries  —  essential  to  ensure  that 
new  problems  are  identified  early,  that  contact  tracing  and  partner  notification 
occurs  effectively,  and  that  sources  of  infectious  exposures  are  removed. 

(3)  environmental  protection  ~  essential  to  safeguard  the  physical  and  social 
environment  (e.g.,  water,  food,  housing)  against  causes  of  disease. 

(4)  public  education  and  community  mobilization  —  essential  to  prevent  major 
causes  of  premature  death  and  disability  that  are  behavioral  in  nature. 

(5)  accountability  and  quality  assurance  —  essential  to  ensure  against  medical 
and  health  services  that  do  more  harm  to  health  than  good. 

(6)  public  laboratory  services  -  essential  in  the  diagnosis  of  major  infectious 
and  environmental  threats  to  health. 

(7)  training  and  education  of  public  health  professionals  ~  essential  to  ensure  a 
workforce  capable  of  carrying  out  public  health  functions. 

The  program  will  foster  greater  accountability  to  the  federal  government  for 
the  definition  and  reporting  of  progress  in  achieving  public  health  objectives. 

#        Preventable  Priority  Heatth  Problems.   A  second  competitive  grant  program 
will  provide  funds  to  public  and  private  not-for-profit  agencies  to  address 
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health  issues  that  affect  local  communities  or  specific  populations  within 
communities.   Many  of  these  problems  do  not  affect  the  country  uniformly  and 
call  for  tailored,  community-based  interventions.   For  example,  in  some  inner- 
city  communities,  diabetes  or  heart  disease  is  a  major  problem;  in  others, 
priority  may  be  accorded  to  programs  that  deal  with  cigarette  smoking;  while 
in  still  other  areas,  teen  pregnancy  is  an  issue  of  great  concern.   In  cases 
where  multiple  factors  contribute  to  a  health  problem,  as  with  violence,  grants 
will  support  approaches  that  cut  across  individual  problems. 

Prevention  Research 

The  final  components  of  the  Public  Health  Initiative  will  support  a  prevention 
research  initiative  in  the  National  Institutes  of  Health  and  a  health  services  research  initiative 
in  the  Department  of  Health  and  Human  Services.   These  efforts  will  provide  a  knowledge 
base  to  prevent  disease  and  promote  health  more  effectively,  and  to  elucidate  the  factors  that 
affect  health  care  costs,  quality,  and  access. 

Prevention  research  is  the  foundation  for  both  clinical  preventive  services  and  the 
public  health  interventions  included  in  the  Health  Security  Plan.   Expanded  prevention 
research  will  ensure  the  availability  of  effective  preventive  measures  against  existing  diseases 
as  well  as  new  and  emerging  health  threats.   Progress  in  preventing  disease  will  help  to 
offset  escalating  acute  health  care  costs  and  the  disproportionate  impact  of  disease  and 
disability  among  women,  minorities,  and  the  elderly. 

Health  services  research  will  elucidate  what  works  best  in  medical  care  and  how  to 
organize  providers  and  institutions  most  effectively  in  the  new  health  care  system.     This 
investment  will  build  on  the  considerable  expertise  of  the  Agency  for  Health  Care  Policy  and 
Research  in  investigating  outcomes  and  quality  research,  identifying  practice  variations  with 
unnecessarily  high  costs,  and  developing  practice  guidelines  to  improve  the  appropriateness 
and  effectiveness  of  the  treatment  decisions  made  by  health  professionals.    Further 
development  of  these  methods  will  provide  more  accurate  measures  to  evaluate  the 
performance  of  alliances  and  health  plans  and  to  assess  the  extent  to  which  reform  is  making 
health  care  available  to  all  Americans. 

CONCLUSION 

In  closing  let  me  emphasize  that  the  President's  Health  Security  Plan  is  designed  to 
provide  all  Americans  —  including  those  living  in  low-income  inner-city  neighboilioods  ~ 
with  real  health  security  at  an  affordable  price.   To  this  end,  the  Public  Health  initiatives  are 
integral  to  the  success  of  health  care  reform.  Taken  together,  these  initiatives  provide  the 
building  blocks  vital  to  meeting  the  health  needs  of  inner-city  residents.  They  shift  financial 
incentives  away  from  paying  for  diseases  and  their  complications  toward  paying  providers 
and  plans  for  keeping  people  healthy.  They  assure  integration  of  private  and  public  health 
care  providers  and  mainstreaming  of  vulnerable  populations  too  long  neglected.  They  build 
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on  the  new  responsibility  of  health  plans  and  alliances  for  entire  populations  by  providing 
funds  to  state  and  local  health  agencies  to  work  in  partnership  with  the  personal  health  care 
system.   They  promote  the  goal  of  quality  health  care  at  an  affordable  cost  by  relying  more 
on  primary  care  providers,  proven  clinical  interventions,  and  on  a  strong  information  base 
and  performance  monitoring  to  support  quality  assurance  efforts. 

In  summary,  the  President's  Health  Security  Plan  moves  us  away  from  a  two-tiered, 
inequitable,  and  inefficient  system  of  health  care  toward  a  new  health-oriented  partnership 
between  government,  employers,  health  care  providers,  and  communities.   Nfr.  Chairman,  I 
appreciate  this  opportunity  to  ^>pear  before  this  Committee  and  look  forward  to  working 
with  you  to  take  full  advantage  of  this  unique  opportunity  to  improve  the  health  of  all  of  our 
people. 
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Chairman  Rangel.  Thank  you,  Dr.  Lee.  Most  every  time  we  hear 
a  talk  or  take  testimony  about  the  problems  of  those  that  live  in 
these  medically  underserved  communities  or  low-income,  minority 
commimities,  it  seems  as  though  we  find  clusters  of  problems  that 
are  so  closely  associated  that  the  costs  of  dealing  with  them  are 
really  enormous.  In  other  words,  you  mentioned  diabetes,  hyper- 
tension, heart  disease,  strokes.  Then,  of  course.  Dr.  Freeman  at 
Harlem  Hospital  talks  about  cancer,  and  then  it  is  the  cost  of  low 
weight  births,  and  then  there  is  the  problem  of  HIV  and  AIDS  and 
tuberculosis  is  tied  in  there  with  the  homeless,  and  the  ever  com- 
plex treatment  of  drug  abusers  is  tied  in  with  a  cap  to  mental  ill- 
ness. 

Then  we  find  from  Columbia  a  report  that  we  add  $140  billion 
to  our  country's  direct  and  indirect  health  care  costs  every  year  and 
$500  million  just  to  treat  the  kids  bom  affected  by  cocaine  because 
of  their  mother.  What  are  the  costs  that  Health  and  Human  Serv- 
ices have  come  up  with  as  relates  to  the  amounts  of  moneys  that 
are  pouring  into  these  communities  to  deal  with  these  types  of 
problems? 

Dr.  Lee.  Currently  how  much  are  we  spending  on  the  inner-city 
areas  or  these  problems  more  generically?  On  the  cost,  Dorothy 
Rice  has  done  a  study  which  I  don't  think  has  been  published  that 
estimates  the  costs,  for  example,  of  alcohol,  drug  abuse,  and  smok- 
ing. Those  costs,  I  mean,  they  are  both  direct  medical  care  costs 
and  they  are  indirect  costs. 

If  I  remember  those  figures  correctly,  they  would  be  in  the  range 
of — well,  Peter  gives  me  the  figures  so  I  can  give  you  the  exact  fig- 
ures. Alcohol  abuse,  these  are  economic  costs  which  includes  the 
treatment  costs,  $99  billion;  drug  abuse,  $67  billion;  smoking,  $72 
billion.  That  is  what  it  costs  us  as  a  society  for  those  problems. 
That  is  the  direct  medical  care  costs  as  well  as  the  indirect  costs 
of  those  problems. 

Chairman  Rangel.  That  includes  drug  treatment? 

Dr.  Lee.  Yes.  The  direct  costs  would  be 

Chairman  Rangel.  Children  born  addicted  to  drugs? 

Dr.  Lee.  Right.  Correct.  Now,  the  direct  costs  of  tnose,  according 
to  this  analysis  by  Dorothy  Rice — Dorothy  Rice  used  to  be  the 
Director  of  the  National  Center  for  Health  Statistics.  She  is  now 
on  the  faculty  of  the  University  of  California  San  Francisco  and  the 
Institute  for  Health  and  Aging  and  one  of  the  most  distinguished 
people  in  the  country  in  terms  of  health  statistics  and  economic 
analyses. 

Chairman  Rangel.  Why  can't  I  find  out  just  from  HHS  how 
much  are  you  giving  to  local  and  State  governments  in  order  to 
deal  with  these  specific  problems? 

Mr.  Edelman.  Well,  Mr.  Chairman — if  I  may.  Dr.  Lee. 

Dr.  Lee.  Sure. 

Mr.  Edelman.  Within  HHS  what  we  are  spending  on  drug  and 
alcohol  treatment  and  prevention  is  approximately  $2  billion,  total, 
including  research. 

Chairman  Rangel.  Now,  when  you  get  to  all  of  the  other  medical 
problems  that  these  particular  communities  have,  and  they  are  list- 
ed by  Dr.  Lee  and  then  you  add  to  that  the  contributions  of  local 
and  State  governments,  can  we  come  up  with  a  figure  as  to  what 
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this — I  mean,  if  the  whole  idea  of  universal  coverage  is  to  try  to 
somehow  in  the  long  run  reduce  the  cost,  wouldn't  it  make  sense 
that  we  at  least  have  some  figure  about  what  it  costs  now? 

Dr.  Lee.  Yes.  I  could  just  give  you  the  figures,  again,  the  addi- 
tional figures  on  the  direct  costs,  and  these  would  be  local  govern- 
ments. State  governments.  Federal  Government,  and  the  Federal 
Government  in  some  of  these  areas  like  drug  abuse  we  are  a  junior 
partner. 

Chairman  Rangel.  I  know  that.  I  am  trying  to  find  out  a  figure 
as  to  what  is  the  dollar  number  attached  to  this  because  I  make 
up  figures  as  I  go  alon^,  and  no  one  challenges  it,  but  the  problem 
is  that  you  now  are  giving  me  figures  of  other  people,  and  I  assume 
they  have  a  more  scientific  way  of  doing  it. 

But  to  be  honest  with  you,  in  the  last  administration  I  said  that 
it  was  costing  us  $500  billion  when  you  include  lost  productivity 
and  health  care  and  the  cost  of  law  enforcement.  And  the  adminis- 
tration said,  no,  that  is  wrong.  It  is  $300  billion  a  year,  so  I  have 
been  using  that.  And  now  I  talk  with  Dick  Darman  and  he  says 
it  has  increased.  It  is  closer  to  your  original  figure  of  $500  billion. 

I  don't  know  how  they  do  it,  but  you  know  how  much  you  are 
paying  and  you  know  what  is  being  matched  by  local  and  State 
governments  and  so  you  should  come  up  with  a  dollar  figure  that 
we  are  investing.  So  that  if  we  are  looking  to  save  money — just 
take  drug  abuse,  here  we  have  a  progjram  that  gives  access  to  low 
or  no  income  drug  addicts  to  get  coverage. 

Now,  are  there  any  criteria  as  to  what  is  treatment  of  an  addict? 
We  are  not  into  that.  We  give  money  to  States,  but  how  long.  You 
have  a  cap  on  the  amount  of  treatment  a  drug  addict  can  get. 

Now,  some  people  believe  that  you  give  them  methadone  and 
they  take  it  for  all  their  lives.  Other  people  believe  that  these  ad- 
dicts aren't  looking  to  be  cured,  they  just  want  to  reduce  their  hab- 
its. Some  people  believe  it  is  a  mental  problem  they  are  having. 
But  you  now  come  in  and  you  say,  well,  listen,  you  got  the  card, 
you  got  services  available,  and  you  have  got  a  cap.  I  have  no  idea 
what  concept  drives  that  type  of  thinking. 

Dr.  Lee.  Well,  in  the  plan  there  is  a  drug  abuse  benefit,  a  mental 
health  benefit  more  generous  than  in  most  private  plans,  but  the 
key  is  this  public  health  initiative  building  on  our  public  delivery 
system  at  tne  local  level  for  mental  healtn  and  substance  abuse 
services,  and  those  safety  net  progprams  will  be  continued  imtil 
such  time  as  we  can  be  assured  after  the  year  2000,  or  2000  and 
whatever,  that  this  approach  provides  adequate  and  appropriate 
care,  let's  say  for  the  drug  addict. 

The  goal  would  be  obviously  to  have  every  person  addicted, 
whether  it  is  to  tobacco  or  nicotine,  whether  it  is  to  heroin  or  some 
other  drug,  that  they  would  be  drug  free.  For  some  patients,  and 
that  is  the  goal,  that  is  the  treatment  approach  in  many  current 
community-based  programs  currently.  I  am  most  familiar  with 
programs  in  San  Francisco,  like  the  Haight-Ashbury  Clinic,  for 
example. 

The  goal  of  that  program,  counseling,  psychosocial  support,  and 
in  some  cases  they  have  got  a  mental  illness.  They  have  got  depres- 
sion. Treating  that  problem  helps  to  overcome  the  substance  abuse 
or  drug  addiction  factor  as  well. 
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The  alcoholic,  as  we  know,  one  of  the  more  successful  programs 
has  been  AA,  social  support,  motivation  for  the  heroin  addict.  For 
some,  methadone  maintenance  has  been  used,  for  some  methadone 
and  then  reducing  the  doses  to  get  off  and  be  drug  free.  There  are 
multiple  strategies  for  the  treatment  of  those  individuals,  and  we 
need  to  think  about  that  in  this  reform.  Clearly  the  safety  net  pro- 
grams are  absolutely  critical  in  this  period  until  we  have  a  fully  de- 
veloped comprehensive  system  in  place,  and  it  is  going  to  differ  in 
New  York  than  it  is  in  San  Francisco. 

What  is  needed  in  different  areas?  There  isn't  a  cookie  cutter 
that  will  fit  every  community  to  deal  with  this  very,  very  critical 
problem,  whether  it  is,  as  I  say  tobacco,  whether  it  is  alcohol, 
whether  it  is  illicit  drugs. 

Chairman  Rangel.  Dr.  Lee,  I  am  going  to  pass.  I  just  cannot  un- 
derstand if  doctors  and  scientists  can  take  a  look  and  say  you  are 
minority,  you  are  poor,  you  are  homeless,  you  got  tuberculosis, 
AIDS,  and  cancer  and  all  these  things  and  you  give  a  guy  a  card 
and  say  but  you  have  got  access  to  health  care  and  then  the  doctors 
say,  well,  we  have  done  our  job. 

I  mean,  it  just  seems  to  me  that  if  one  of  these  characters  walks 
up  to  a  health  provider  and  says  I  have  got  AIDS,  I  am  a  drug  ad- 
dict, I  am  homeless  and  I  have  no  way  of  getting  a  job,  but  you 
sav,  well,  here  is  your  card.  There  must  be  something  when  you 
talk  about  preventive  efforts  that  deal  with  why  we  are  spending 
so  much  monev  on  these  problems,  such  as  $100  a  day  for  a  hotel 
room  for  a  sick  addict,  or  $600  a  day  for  some  guy  tnat  is  living 
in  the  street  with  tuberculosis,  or  $6,000  a  day  for  a  baby  being 
born  addicted  to  drugs? 

I  mean,  some  doctor  has  to  say  at  some  point,  you  know,  you 
have  got  to  stop  living  this  way  because  all  you  are  doing  is  spend- 
ing a  lot  of  money,  but  you  are  not  on  any  road  to  any  recovery. 
Now,  I  know  that  may  go  beyond  the  scope  of  a  doctor,  but  if  you 
are  in  a  program  designed  to  save  us  money  and  to  make  people 
healthier,  don't  you  go  to  someone  else  and  say  this  poor  son  of  a 
gun  is  going  to  be  sick  all  of  his  life  unless  you  take  him  out  of 
the  street,  or  you  can  get  this  jerk  rehabilitated  or  at  least  drug 
free,  but  you  know  he  is  unemployable  and  that  is  one  of  the  rea- 
sons why  he  drinks  and  takes  drugs. 

I  mean,  is  there  any  structure  here  that  gets  you  out  of  the  pool, 
that  gets  you  out  of  the  high  risk  area?  It  is  OK  for  me  if  I  am 
rehabilitated,  I  will  do  something  else,  but  if  you  can  never  do  any- 
thing in  the  beginning  and  you  go  there,  you  get  your  methadone, 
how  does  a  provider  say  I  want  you  out  of  my  plan,  I  want  you 
healthy  and  I  want  you  working? 

Dr.  Lee.  Well,  the  integration,  that  is  one  of  the  things  about  the 
President's  plan  that  I  think  really  puts  us  on  the  road  to  dealing 
with  the  problem  that  you  have  just  described.  Currently  with  the 
current  system  we  are  failing  miserably  to  do  that.  If  we  continue 
with  the  present  approach,  there  is  no  solution  in  my  view. 

Chairman  Rangel.  Well,  I  agree  with  you  there.  I  just  don't 
know  who  is  in  charge  of  constructing  that  road,  and  I  can't  find 
anyone  that  really  can  tell  me  what  is  on  that  road.  All  I  know  is 
that  you  are  telling  me  that  a  drug  addict  will  now  have  access  to 
treatment  and  somebody  will  pay  for  it,  but  you  really  don't  know 
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what  kind  of  treatment  he  is  going  to  get  because  each  cookie  cut- 
ter has  to  take  a  different  view  of  it. 

Dr.  Lee.  There  are  different  approaches  to  different  individuals, 
obviously,  and  we  have  to  have  a  system  that  responds  to  those  in- 
dividual differences  £ind  individual  needs.  The  emphasis  on  preven- 
tion, the  availability  of  preventive  services,  the  linkage  of  the  per- 
sonal medical  care  system  to  the  public  health  system  permits  us 
or  will  permit  us,  I  think,  to  much  more  effectively  deal  with  these 
problems. 

Now,  we  are  draining  local  resources  that  could  go  into  public 
health  and  prevention. 

Chairman  Rangel.  Who  is  the  specialist  that  handles  this  for  the 
Secretary?  Who  understands  exactly  the  goal  that  we  want  to 
achieve  because  my  district  probably  gets  more  money  than  most 
congressional  districts  as  relates  to  health  care. 

I  know  our  hospital  people  don't  want  to  hear  that,  but,  hell,  you 
know,  we  got  the  intensive  care  money  locked  up.  You  get  in  our 
hospitals,  you  are  going  to  be  there  for  a  long,  long  time.  We  got 
the  money  for  emergency  wards  locked  up.  We  got  the  money  for 
people  with  gunshot  wounds,  AIDS,  tuberculosis.  You  talk  about  it, 
we  get  more  than  our  share  of  Federal  dollars. 

Now,  this  is  supposed  to  give  me  access  to  more  dollars.  I  want 
out.  I  want  to  know 

Dr.  Lee.  That  is  the  reason.  We  want  to,  first  of  all,  provide  pri- 
mary care  at  the  early  preventive  point.  This  plan  would  do  that. 
It  will  provide  preventive  services  as  part  of  that.  Instead  of  hav- 
ing— the  current  focus  on  tertiary  care,  it  is  on  specialty  care.  It  is 
going  into  the  hospital. 

If  we  can  provide  primary  care  for  that  diabetic  so  that  person 
doesn't  have  to  be  admitted  or  the  asthmatic  who  doesn't  have  to 
be  admitted,  they  will  get  better  care.  It  will  be  preventive  care, 
and  we  will  reduce  the  costs  in  the  long  term,  so  I  think  we  are 
building.  There  is  no  single  person,  but  there  is  a  group  of  us  with- 
in the  Public  Health  Service  and  within  the  Health  Care  Financing 
Administration  in  the  department  that  is  really  working  to  inte- 
grate and  to  develop  the  kind  of  response  that  you  are  talking 
about. 

Chairman  Rangel.  Well,  is  it  possible  for  some  Members  of  Con- 
gress that  have  these  problems  to  meet  with  your  working  group 
and  to  bring  in  some  of  our  providers? 

Dr.  Lee.  Absolutely. 

Chairman  Rangel.  I  think  that  would  go  a  long  way  in  showing 
you  the  different  approaches  that  different  providers  have,  and  if 
we  are  going  to  have  guidelines  to  make  certain  that  we  have 
enough  modalities  without — I  am  not  saying  without  caps,  but 
where  caps  really  have  nothing  to  do  with  cure,  so  I  yield  and  we 
will  get  together. 

Dr.  Lee.  Very  glad  to  do  that,  absolutely. 

Chairman  Rangel.  Very  good. 

Mr.  Hancock. 

Mr.  Hancock.  Thank  you,  Mr.  Chairman.  You  mention  Alcohol- 
ics Anonymous,  which  has  been  very  effective  in  the  treatment  of 
alcoholism.  Is  it  not  also  true,  though,  that  the  only  person  that 
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has  been  successful  in  Alcoholics  Anonymous  is  the  one  that  de- 
cides that  they  want  the  treatment? 

We  haven't  been  able  to  do  anything  on  alcoholism  through  Alco- 
holics Anonymous  as  far  as  the  general  run  of  alcoholic  until  they 
individually  decide  that  they  want  to  quit  the  abuse  of  alcohol.  Am 
I  correct? 

Dr.  Lee.  Ultimately  that  is  true,  but  we  can  provide  a  lot  of  sup- 
port and  a  lot  of  information  that  would  assist  people  in  moving 
into  such  progframs.  One  of  the  things  the  President  has  empha- 
sized in  his  plan  is  individual  responsibility,  and  clearly  this  is  an 
area.  Cigarette  moking  is  another,  but  you  can  provide — ^you  can't 
force  somebody  to  stop  smoking  cigarettes,  but  there  are  lots  of 
things  we  can  do  that  assist  people  in  that  process,  but  it  is  ulti- 
mately the  individual  who  has  to  make  that  decision,  just  as  it  is 
the  alcoholic  who  has  to  decide  that  they  will  no  longer  drink  alco- 
hol because  they  have  a  disease  that  doesn't — ^they  don't  tolerate  it, 
and  they  have  to  abstain  completely. 

Mr.  Hancock.  How  do  we  solve  the  substance  abuse  problem 
when  the  people  themselves  don't  want  it  solved? 

How  do  you  solve  it  when  the  people  that  are  using  the  sub- 
stances don't  want  to  give  up  the  substances? 

Dr.  Lee.  Well,  I  can  only  speak  about  my  experience  in  San 
Francisco.  I  was  on  the  board  of  a  church  and  actively  involved 
with  the  church.  We  had  active  programs  for  cocaine-addicted  indi- 
viduals. No  question  that  those  individuals  wanted  to  get  off  crack 
cocaine.  They  were  addicted,  they  needed  help,  and  through  close 
cooperation  in  that  case  with  the  Haight-Ashbury  Clinic  that  pro- 
vided the  medical  support,  we  provided  through  the  church  the 
coimseling  and  social  support  services,  in  a  sense  a  substitute  fam- 
ily, and  reached  out  into  the  community. 

Those  programs  were  quite  successful,  and  there  was  tremendous 
motivation  on  the  part  of  those  addicted  individuals,  but  it  is  not 
easy  when  you  are  addicted  to  crack  cocaine  to  get  off.  It  is  al- 
most— well  I  won't  say  impossible  by  yourself,  but  it  is  very,  very 
difficult,  and  that  was  a  community  kind  of  family  approach  to  it, 
counseling  plus  the  medical  care  provided  by  Haight-Ashbury  Clin- 
ic, so  that  I  think  there  is  among  many  individuals  very  strong  mo- 
tivation, and  those  are  the  people  we  want  to  help. 

Mr.  Hancock.  Thank  you,  Mr.  Chairman. 

Chairman  Rangel.  Mr.  Kopetski. 

Mr.  Kopetski.  Thank  you,  Mr.  Chairman.  Dr.  Lee,  I  am  a  prime 
sponsor  of  a  resolution  that  would  ask  for  parity  between  physical 
and  mental  health  treatment  under  any  kind  of  universal  Health 
Security  Act  Progfram.  We  have  222  cosponsors  in  the  House  for 
this  measure,  bipartisan  support  obviously,  well  over  the  218  re- 
quired to  pass  something,  and  I  was  very  disappointed  to  see  that 
the  President  is  proposing  to  discriminate  between  physical  health 
services  under  his  plan  and  mental  health  services. 

In  all  of  this  discussion  that  I  think  the  chairman  has  just  done 
an  excellent  job  of  pointing  out  some  of  the  problems  and  frustra- 
tions in  terms  of  siU3st£ince  abuse  and  mental  health  services,  peo- 
ple with  dual  diagnoses  with  one  or  the  other  or  both  and  how  they 
relate  to  each  other.  He  is  right  on  point  in  trying  to  address  the 
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problems  of  people,  be  they  in  the  inner-city  programs  and  rural 
areas  for  that  matter  that  I  have  in  the  great  State  of  Oregon. 

Why  does  the  administration  take  the  position  that,  on  the  one 
hand,  where  they  say  we  have  got  these  huge  problems  out  there 
in  America  and  they  are  exacerbated  in  an  urban  setting,  no  doubt 
about  it,  and  we  want  to  focus  on  prevention,  and  yet  they  put 
these  artificial — he  is  proposing  to  put  these  artificial  caps  on  men- 
tal health  and  substance  abuse  services. 

If  we  really  want  to  fix  the  problem  and  address  it  today,  why 
are  we  treating  substance  abuse  and  mental  health  problems  dif- 
ferently than  a  physical  injury? 

Dr.  Lee.  Well,  I  would  say,  first  of  all,  that  the  President's  pro- 
posal really  puts  all  these  matters  on  the  agenda  and  before  the 
Congress.  The  goal  is  clearly  to  provide  ultimately  equity,  just  as 
in  the  long-term  care  benefit  for  the  disabled.  It  is  not  a  com- 
prehensive benefit  at  this  point  in  time. 

On  the  short  term,  until  we  can  get  the  costs  of  the  system  under 
control  and  the  President  has  proposed,  I  think,  a  very  appropriate 
way  to  do  that,  until  we  make  the  system  function  more  effectively 
and  accountably,  at  that  point  we  will  be  able  to  provide  these  ben- 
efits on  an  equitable  basis. 

I  think  if  you  try  to  do  that  at  the  outset,  as  complex  as  the  sys- 
tem is  today,  one,  you  would  be  promising  benefits  that  at  the  out- 
set you  probably  couldn't  provide  fully.  Second,  that  there  is 
enough  uncertainty  in  the  delivery  of  those  services.  We  need  more 
research,  which  we  are  supporting  in  order  that  we  can  make  sure 
that  those  effective  services  are  provided,  and  I  would  say  that  at 
the  next  phase,  which  it  will  be  shortly  after  the  year  2000,  that 
we  would  be  providing  those  benefits  on  an  equitable  basis,  so  I 
think  that  the  goal  is  there.  It  is  simply  that  at  the  outset  the  un- 
certainties and  particularly  the  costs  and  the  need  to  get  overall 
costs  under  control  were  factors  that  weighed  in  those  early  deci- 
sions. 

Mr.  KOPETSKI.  Well,  I  take  great  issue  with  these  kinds  of  state- 
ments because  I  have  community  mental  health  programs  in  my 
State,  and  we  have  been  leaders  in  this  area  that  are  begging  for 
more  resources.  They  know  what  to  do,  they  have  the  capacity  and 
the  ability  and  the  willingness  to  do  this,  but  they  don't  have  the 
resources  to  do  it. 

If  you  go  to  our  State  hospital  in  the  State  of  Oregon  and  knock 
on  the  door  and  say  "I  need  mental  health  help,"  they  will  turn  you 
away,  but  if  2  weeks  later  you  are  a  danger  to  yourself  or  others, 
then  they  will  commit  you,  and  that  is — ^you  understand  this,  I  am 
sure,  that  is  exactly  what  is  going  to  happen.  So  we  know  what  to 
do,  we  have  the  professionals  out  there  to  do  it,  and  you  look  at 
cost  controls,  you  go  to  any  jail  or  prison  in  this  country,  and  now 
we  are  number  one  in  the  world. 

We  have  over  1  million  people  behind  bars  in  this  country,  and 
these  death  penalties  and  all  that  isn't  going  to  keep  people  from 
committing  crimes,  and  the  Brady  bill,  which  I  oppose,  isn't  going 
to  do  a  thing  if  it  does  pass  to  prevent  somebody  from  picking  up 
a  handgun  and  using  it  on  somebody,  but  here  we  are  talking,  I 
think,  about  a  real  cure,  real  prevention  of  preventing  somebody 
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from  ever  picking  up  a  gun,  and  you  are  saying  we  have  to  wait 
8  years  to  do  that. 

Dr.  Lee.  No,  for  certain  of  the  benefits,  and,  for  example,  the 
treatment  of  the  chronically  mentally  ill,  a  person  with  depression, 
for  example,  can  receive  regfular  medical  treatments  and  super- 
vision. There  is  not  a  limit  on  that  where  there  are  effective  treat- 
ments available.  There  are  some  limits  on  the,  you  know,  totality 
of  the  benefits. 

Mr.  KOPETSKI.  If  you  think  you  have  a  problem,  you  are  limited 
in  the  amount  of  inpatient  or  outpatient  care  under  the  President's 
proposal. 

Dr.  Lee.  No  question,  at  this  point,  it  is  more  of  an  acute  care 
benefit. 

Mr.  KoPETSKl.  Before  anybody  develops  a  chronic  mental  illness, 
you  are  limiting  their  ability  on  prevention. 

Dr.  Lee.  Well,  I  wouldn't  quite  agree  with  your  assessment  of  the 
benefit.  I  think  we  do  have  a  very  strong  preventive  emphasis. 
There  is  treatment  available,  there  are  limits  on  inpatient,  there 
are  some  other  limits  on  the  benefits,  but  again  I  would  cite  the 
example  of  the  long-term  care  benefit.  We  can  do  much  more 

Mr.  KoPETSKi.  We  are  not  talking  about  long-term  care. 

Dr.  Lee.  They  are  comparable  problems  in  terms  of  the  uncer- 
tainty in  the  kind  of  analysis.  I  don't  think  there  is  any  disagree- 
ment between  us  about  what  we  want  to  achieve  and  if  we  could 
achieve  it  more  quickly.  The  President  would,  I  am  sure,  be  very, 
very  glad  to  do  that. 

Mr.  KoPETSKi.  Mr.  Chairman,  you  have  correctly  put  on  the 
panel  later  on  I  think  a  group  that  has  worked  on  managed  care 
of  mental  health  benefits,  and  we  can  show  that  we  can  have  an 
unlimited  benefit  and  that  there  can  be  cost  controls  in  this. 

I  wrote  the  First  Lady  after  she  testified  before  this  committee 
about  six  weeks  ago  aslung  her  to  clarify  something  she  said  that 
she  testified  to  ri^t  where  you  are  sitting,  and  that  was  whether 
this  phase-in  is  dependent  or  not  upon  a  realization  of  savings  in- 
ternally in  the  health  care  plan  because  we  have  been  led  to  be- 
lieve that  any  phase-in  would  not  be  dependent  upon  realization  of 
internal  savings,  but  what  she  testified  to  seemed  to  suggest  some- 
thing else. 

She  still  has  not  responded  to  that  letter.  If  you  happen  to  see 
her,  I  know  she  is  a  very  busy  person,  but  I  am  busy,  too  and  I 
would  like  to  be  able  to  come  up  with  a  position  before  I  vote  on 
any  kind  of  health  care  plan  on  this  area,  and  I  hope  you  would 
ask  her  to  respond  to  my  6-week-old  letter. 

Dr.  Lee.  We  will  certainly  do  that.  Also  on  the  managed  care  side 
on  mental  health,  we  have  looked  at  that  very  carefully  with  a 
number  of  organizations  involved  in  that.  I  happen  to  be  a  very 
strong  believer  in  managed  care  systems  for  persons  with  chronic 
mental  illness  and  with  acute  mental  problems,  and  I  think  I  share 
your  optimism  about  the  feasibility  of  managed  care  controlling  the 
cost  and  providing  comprehensive  services.  That  is,  of  course,  what 
we  hope  to  do  in  transforming  the  system  to  create  these  capitated 
systems  that  will  be  managed  care  systems,  and  I  think  that  then 
gives  us  the  capacity  to  do  exactly  what  you  are  talking  about. 

Mr.  KOPETSKI.  Thank  you,  Mr.  Chairman. 
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Chairman  Rangel.  Mr.  Edelman,  I  understand  that  you  have  to 
return  to  the  White  House.  Will  you  have  staff  remain  throughout 
the  hearing? 

Mr.  Edelman.  There  will  be  staff  here  through  the  day,  Mr. 
Chairman,  and  I  will  return  at  the  close  of  the  hearing  as  we  had 
agreed. 

Chairman  Rangel.  Very  good. 

Mr.  Hoagland. 

Mr.  Hoagland.  Thank  you.  Let  me,  Dr.  Lee,  Mr.  Secretary,  let 
me  just  ask  briefly  because  we  do  have  a  vote  that  has  just  begun, 
how  confident  you  are  that  we  can  afford  the  basic  plan  that  the 
administration  has  laid  out  in  its  proposal? 

Dr.  Lee.  I  personally  am  very  confident.  I  chaired  the  Physician 
Payment  Review  Commission  for  the  Congress  for  6  years,  resign- 
ing when  I  assumed  this  position  or  when  I  began  to  consult  more 
actively  with  the  Secretary  in  January  actually.  That  experience, 
looking  very,  very  carefully  at  costs  of  medical  care,  and,  of  course, 
I  have  run  a  policy  research  institute  for  the  last  22  years  at  the 
University  of  California-San  Francisco. 

I  believe  that  we  can  do  that.  I  know  that  some  economists  have 
some  questions  about  it.  I  look  at  it  from  the  standpoint  of  a  physi- 
cian, not  from  the  standpoint  of  an  economist.  From  that  perspec- 
tive I  feel  that  by  providing  the  comprehensive  benefit,  by  permit- 
ting the  physician  to  do  what  is  appropriate  without  the  kind  of 
second  guessing  and  restrictions  that  we  place  on  them,  putting 
them  in  organized  systems,  that — and  I  have  looked  at  this  in  Cali- 
fornia in  some  detail  over  the  last  several  years. 

I  feel  very  confident  that  we  can  achieve  that.  I  know  there  is 
disagreement  about  that, 

Mr.  Hoagland.  Do  vou  feel  confident  that  we  could  add  benefits 
to  the  plan  that  the  administration  has  brought  forth? 

Dr.  Lee.  Well,  I  would  say  ultimately  we  can.  I  believe,  you  see, 
that  organized  systems — and  you  take  a  place  like  the  Mayo  Clinic, 
provides  very  high  quality  care,  comprehensively,  and  their  costs 
for  an  enrolled  individual  at  Mayo  over  the  last  5  years  has  been 
less  than  the  cost  of  GNP  increase.  Last  year  it  was  only  3.7  per- 
cent increase.  I  think  in  Medicare  our  expenditure  increases  were 
around  10  percent.  So  that  we  see  in  organized  systems,  I  think, 
the  kind  of  quality,  comprehensiveness  that  is  what  we  would  like 
to  see  developed  nationally,  and  I  think  we  are  seeing  it  happen 
very  rapidly  in  some  areas. 

Portland  is  one  of  the  areas  where  we  are  seeing  very  rapid  de- 
velopment of  strong,  competitive  comprehensive  managed  care 
plans. 

Mr.  Hoagland.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Rangel.  Well,  I  am  glad  that  you  agreed  to  meet  not 
only  with  some  of  the  providers,  but  some  of  the  members  because 
we  understand  access,  but  we  don't  know  how  to  get  out  of  these 
pools,  how  to  get  awav  from  the  risk  and  maybe  some  of  your  peo- 
ple can  help  us  with  that  problem. 

Dr.  Lee.  We  would  like  to  work  with  you  and  the  members,  Mr. 
Chairman.  If  it  would  be  helpful  for  some  of  us  to  visit  your  district 
or  the  districts  of  members,  meet  with  people  in  the  district,  see 
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it  on  the  front  line.  We  would  be  very  glad  to  do  that  because  these 
are  very  tough  problems,  and  you  and  many  other  members  of  this 
committee  have  tremendous  experience  dealing,  understanding  the 
problems,  and  we  would  very  much  welcome  that  opportunity. 

Chairman  Rangel.  Dr.  Lee,  do  vou  know  whether  there  is  any 
accountability  at  all  as  relates  to  drug  treatment?  I  mean,  do  you? 

Dr.  Lee.  Is  there  an  accountable  system? 

Chairman  Rangel.  Would  vou  know  whether  anyone  at  all,  any- 
where has  a  reputation  of  oringing  in  those  people  addicted  to 
drugs  and  sending  out  healthy  citizens  that  are  ready  for  produc- 
tive work? 

Dr.  Lee.  Well,  I  think  there  are  many  examples. 

Chairman  Rangel.  I  know. 

Dr.  Lee,  But  they  are  individual  examples. 

Chairman  Rangel.  Not  individuals.  I  mean  that  with  all  of  the 
thousands  of  programs  that  you  fund,  are  there  some  programs 
that  you  could  recommend? 

Dr.  Lee.  I  would  say  absolutely,  yes.  When  I  was  president  of  the 
Health  Commission  in  San  Francisco  for  4  years,  we  had  respon- 
sibility over  all  the  drug  treatment  programs  in  San  Francisco,  and 
again  there  were  some  very  innovative  approaches.  Haight- 
Ashbury  Clinic  was  one  of  those.  There  were  some  residential 
treatment  programs. 

Chairman  Rangel.  In  these  approaches  there  was  followthrough 
to  find  out  whether  or  not  the  person  did  or  did  not  go  back  on 
drugs? 

Dr.  Lee.  Yes.  There  is  good  followup,  absolutely. 

Chairman  Rangel.  Could  you  name  one  in  the  New  York  City 
area  that  there  is  a  followup  that  you  can  say  50,  60,  70  percent 
of  the  people  remain  drug-free  for  6  years? 

Dr.  Lee.  For  New  York  City  I  would  have  to  ask  Herb  Kleber  or 
Joe  Califano  because  they  have  been  looking  at  that  in  New  York 
more  directly  than  I  have. 

Chairman  Rangel.  That  is  so  unfair.  I  have  been  down  here  for 
over  20  years  and  each  time  I  ask  the  question,  they  refer  me  to 
someone  else.  I  am  talking  about  somebody  that  has  the  respon- 
sibility of  putting  up  Federal  bucks,  and  I  am  saying — I  fight  for 
more  money.  I  don't  even  know  what  the  money  is  being  used  for. 

All  of  the  directors  are  terrific  people  £ind  compassionate  and  un- 
derstanding, but  I  dare  not  ask  them  whether  the  programs  work 
because  that  would  be  insensitive. 

Dr.  Lee.  Let  us  get  for  you  the  information  on  programs  in  New 
York  City,  the  outcomes  of  those  programs  and  provide  you  with 
as  good  a  picture  as  we  can,  particularly  with  respect  to  New  York 
about  the  successful  programs. 

Chairman  Rangel.  You  would  be  ahead  if  you  could  just  tell  me 
the  name  of  the  person  in  Health  and  Human  Services  that  has  the 
responsibility  to  evaluate  the  success  of  any  program,  San  Fran- 
cisco, New  York,  anywhere.  Would  a  name  come  to  your  mind  read- 
ily? 

Dr.  Lee.  Phil  Lee. 

Chairman  Rangel.  Who? 

Dr.  Lee.  Myself.  Ultimately  I  would  have  that  responsibility  as 
the  Assistant  Secretary  for  Health. 
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Chairman  Rangel.  You  have  not  been  around  long  enough.  The 
Bush  administration  would  always  tell  me  that  it  was,  what  is  his 
name,  the  doctor  from  Harlem?  Benny  Prim.  You  know  Benny 
Prim? 

Dr.  Lee.  Sure,  I  know  Benny. 

Chairman  Rangel.  Did  he  ever  write  a  report? 

Dr.  Lee.  He  was  in  charge  of  the  Substance  Abuse  Treatment 
Center,  well  it  was  an  alcohol,  drug  abuse,  and  mental  health  ad- 
ministration, now  substance  abuse  and  mental  health. 

Chairman  Rangel.  Is  he  the  one  who  was  supposed  to  evaluate? 

Dr.  Lee.  That  center  did  support  evaluations  of  treatment  pro- 
grams. 

Chairman  Rangel.  Are  they  still  doing  that? 

Dr.  Lee.  Absolutely. 

Chairman  Rangel.  Who  is  in  charge  of  that? 

Dr.  Lee.  The  person  who  is  currently  in  charge  of  the  Substance 
Abuse  and  Mental  Health  Administration  is  Elaine  Johnson. 

Chairman  Rangel.  Would  she  be  able  to  tell  me  what  I  just 
asked  you? 

Dr.  Lee.  We  can  certainly  ask  her,  and  I  will  hope  that  she  can. 
In  the  President's  plan  we  are  going  to  have  accountability  in  a 
way  that  we  do  not  have  in  the  present  system. 

Chairman  Rangel.  OK  Then  you  have  answered  me.  There  is  no 
accountability  in  the  present  system,  so  no  one  really  knows  what 
works  and  wnat  doesn't  work. 

Dr.  Lee.  For  individual  cases  or  individual  clinics  or  individual 
programs  we  can  get  data  on  what  works,  we  can  get  data  on  what 
treatments  work  in  particular  situations,  you  know. 

Chairman  Rangel.  How  do  you  do  that?  I  don't  want  to  argue, 
but  how  do  you  do  that?  I  have  got  Joe  Califano  asking  for  some 
millions  of  dollars  so  that  he  can  do  some  research  about  what  is 
working.  I  would  like  to  be  able  to  say  that  is  great,  Joe,  but  we 
don't  need  that  because  our  Federal  Grovemment  is  doing  it,  but  if 
you  are  saying  that  in  the  President's  proposal  there  will  be  ac- 
countability, I  nave  to  assume  that  there  is  none  now. 

Dr.  Lee.  The  medical  care  system  in  the  United  States  today  is 
not  an  accountable  system. 

Chairman  Rangel.  OK.  OK. 

Dr.  Lee.  That  is  one  of  the  major  transformations  that  will  occur 
in  the  President's  plan.  The  plans  will  be  accountable  because  they 
will  be  capitated. 

Chairman  Rangel.  I  don't  know  which  plans  you  are  going  to 
fund,  which  plans  you  aren't  going  to  fund  and  neither  do  you  be- 
cause we  really  don't  have  any  statistical  data  to  show  the  success 
or  failure  of  these  programs  that  we  have  invested  Federal  dollars. 

Dr.  Lee.  We  have.  At  the  level  of  organized  delivery  systems,  I 
mentioned  the  Mayo  Clinic  cost  experience,  at  the  Kaiser 
Permanente,  they  are  now  producing  a  report  card  on  the  perform- 
ance of  that  plan  in  relation  to  the  health  of  the  population  and 
the  people  served  in  that  plan. 

One  of  the  things  we  will  be  doing  with  the  President's  initiative 
is  to  be  able  to  provide  that  kind  of  quality  report  not  only  to  the 
Congress  but  to  individuals  who  will  choose  one  plan  or  another. 
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ChairmEin  Rangel.  Dr.  Lee,  you  know,  if  you  have  a  heart  attack 
and  you  Hve  10  years,  the  treatment  was  successful.  I  just  want  to 
know  that  if  you  have  a  habit  and  you  go  to  a  cUnic,  you  know, 
did  you  go  back  on  drugs  and  if  so,  how  long  were  you  off,  and  I 
just  want  to  know  whether  that  question  is  iust  a  ridiculous  ques- 
tion because  I  certainly  haven't  found  anybody  willing  to  answer  it. 

Dr.  Lee.  Well,  I  would  absolutely  assure  you,  at  least  from  my 
standpoint  it  is  not  a  ridiculous  question.  Obviously,  you  have  to 
differentiate  with  the  diagnosis  of  the  person  who  is  addicted,  is  it 
heroin,  is  it  cocaine,  is  it  alcohol,  nicotine,  and  we  have  data  on  dif- 
ferent treatments  for  those  different  problems. 

Chairman  Rangel.  It  would  seem  to  me  that,  of  course,  you 
would  do  that,  that  way  you  could  have  different  success  rates 
based  on  the  length  of  time  a  person  was  on  drugs  and  what  drugs, 
and  it  makes  sense  to  me,  but  if  I  were  addicted  and  I  asked  you, 
you  know,  where  could  a  big  shot  like  Rangel  go  and  I  don't  want 
to  be  going  from  clinic  to  clinic,  I  get  the  impression  that  you  would 
not  know  where  to  send  me,  and  that  is  what  bothers  me  even 
though  we  redistribute  the  money  to  the  States  based  on  what  they 
tell  us,  but  I  have  no  way  of  knowing  whether  I  am  getting  a  con 
by  these  directors  or  not  because  they  say  that  is  insensitive  for  me 
to  follow  through  on  any  of  their  patients  that  has  been  discharged, 
so  I  just  go  to  graduations,  and  they  graduate.  I  don't  know  what 
happens. 

Dr.  Lee.  Well,  in  San  Francisco,  and,  of  course,  as  you  say  I 
haven't  been  here  long  enough  to  really  know  about  each  commu- 
nity, but  in  San  Francisco  if  you  came  to  me  and  said,  Phil,  who 
could  I  go  to  with  this  particular  addiction  problem,  I  could  cer- 
tainly find  a  physician  and  a  facility,  both  inpatient,  outpatient, 
ambulatory,  if  you  needed  residential  that  would  be  available. 
That,  I  could  do  in  San  Francisco.  I  couldn't  do  it  in  New  York. 

Chairman  Rangel.  You  just  find  out  who  my  Phil  Lee  in  New 
York  is  and  we  are  halfway  there.  We  will  work  together. 

Dr.  Lee.  Great. 

Chairman  Rangel.  I  think  I  am  going  to  miss  the  vote  on  the 
journal  because  we  have  a  lot  of  people  here  and  maybe  if  I  had 
called — let  me  thank  you  and 

Dr.  Lee.  Thanks  very  much,  Mr.  Chairman. 

Chairman  Rangel.  We  will  be  working  closely  together. 

[The  following  was  subsequently  received:] 


V 
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DEPARTMENT  OF  HEALTH  <l  HUMAN  SERVICES  Pubic  HaMi  Swic* 


Offica  of  the  Antitant  Sacratay 
Wnhington  DC  20201 


DEC2t 


The  Honorable  Charles  B.  Rangel 
House  of  Representatives 
Washington,  D.C.   20515-3215 

Dear  Mr.  Rangel: 

Thank  you  for  the  opportunity  to  testify  on  November  9  before  the 
SubcoBinittee  on  Select  Revenue  Measures  on  the  impact  of  Health 
Care  Reform  on  residents  of  inner  cities. 

In  response  to  your  letter  of  November  16,  requesting  additional 
information  for  the  record  of  hearing  proceedings,  I  am  pleased 
to  provide  our  answer  to  each  question.   I  apologize  for  the 
delay  in  getting  these  answers  to  you.   Your  questions  covered  a 
broad  scope  and  the  clearance  process  was  more  time-consuming 
than  anticipated. 

Please  contact  my  office  to  reschedule  our  follow-up  meeting  as 
early  as  possible  in  January.   This  will  facilitate  a  fuller 
discussion  and  understanding  of  these  important  issues,  and  I 
look  forward  to  seeing  you  at  that  time. 


^cerely  yours,  y 


LP  Hk.  Lee,  M.D. 
Assistant  Secretary  for  Health 


Attachment 
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11 

ATTACHMENT 


QUESTION: 

How  do  you  anticipate  licensing  or  certifying  providers  of  less  well- 
established  treatments  such  as  outpatient  substance  abuse?   Is  there 
agreement  from  a  medical  point  of  view  as  to  what  is  an  effective  course  of 
treatment  in  substance  abuse  cases? 

ANSWER: 

Licensing  and  certification  of  health  care  providers,  both  individual  providers 
and  organizations  or  facilities,  are  currently  the  responsibility  of  the  States. 
Under  the  Health  Security  Act,  this  will  remain  primarily  a  State 
responsibility. 

As  to  identifying  effective  courses  of  treatment  for  substance  abuse,  DHHS 
is  vigorously  pursuing  research  and  demonstrations  to  enhance  our 
knowledge  about  what  works  best,  for  whom,  and  under  what  conditions. 
NIDA  and  NIAAA  both  support  extramural  effectiveness  research  in  this  area 
and  all  SAMHSA  programs  require  grantees  to  evaluate  the  effectiveness  of 
their  interventions.   The  current  state  of  knowledge  about  treatment  of 
alcohol  and  drug  abuse  was  summarized  in  two  PHS  sponsored  reports 
developed  by  the  Institute  of  Medicine  :  "Treating  Drug  Problems"  (1990) 
and  "Broadening  the  Base  for  Treatment  of  Alcoholism"  (1989). 

The  Health  Security  Act  envisions  an  important  Federal  role  in  the 
dissemination  of  information  to  practitioners  and  consumers  about  effective 
clinical  interventions.   And  outpatient  substance  abuse  treatment  is  one  area 
where  the  Federal  government  will  take  the  lead  in  developing  and 
disseminating  clinical  practice  guidelines.   SAMHSA's  Center  for  Substance 
Abuse  Treatment  is  developing  practice  guidelines  through  its  Treatment 
Improvement  Protocols  (TIPs)  program,  as  is  the  Center  for  Substance  Abuse 
Prevention  through  its  Prevention  Enhancement  Protocols  (PEPs)  program. 
Some  States  are  considering  monitoring  the  extent  to  which  providers  follow 
practice  guidelines  and  using  this  information  to  license  or  accredit 
practitioners  and  facilities. 


2.        QUESTION: 

It  is  my  understanding  that  the  Administration  is  continuing  to  refine  the 
mental  health  and  substance  abuse  guaranteed  benefit.   Where  is  the 
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Administration  with  respect  to  this  benefit? 

ANSWER: 

As  you  are  aware,  the  original  draft  of  the  Health  Security  Act  underwent 
review  and  the  Bill  that  was  officially  submitted  to  the  Congress  contained 
several  changes  from  the  version  released  in  October.   The  refined  mental 
health  and  substance  abuse  benefit,  which  was  modified  to  clarify  the 
President's  policy  and  to  respond  to  actuarial  findings,  offers  a  flexible 
continuum  of  care  that  allows  health  plans  to  tailor  treatment  programs  to 
each  individual's  special  needs.   From  the  start,  these  benefits  cover  a  wider 
range  of  substance  abuse  and  mental  health  services  than  most  insurance 
plans  do  today.   The  Health  Security  Act  also  takes  sequential  steps  to 
extend  mental  illness  and  substance  abuse  coverage  over  time  by  proposing 
a  benefit  structure  which  will  remove  initial  limits  on  inpatient  mental  health 
and  substance  abuse  services  by  January  1,  2001. 

Attached  to  this  document  is  the  relevant  text  of  the  Health  Security  Act. 


QUESTION: 

Assuming  we  can  get  the  hard-core  addict  into  the  system  for  detoxification, 
do  we  have  any  data  or  experience  demonstrating  what  kinds  of  follow-up 
treatment  are  effective  in  keeping  the  addict  off  drugs?   Won't  the  health 
care  system  need  to  coordinate  with  other  support  mechanisms  within  the 
community  to  ensure  that  the  patient  does  not  fall  into  the  same  pattern  of 
abuse  again? 

ANSWER: 

DHHS  continues  to  focus  on  the  development  of  effective  treatment  for 
persons  with  severe  addictions  to  heroin,  cocaine  and  other  drugs.   The 
NIDA  and  SAMHSA  AIDS  Outreach  projects  have  developed  techniques  for 
reaching  out  to  injection  drug  users  who  have  been  resistant  to  attempts  to 
engage  them  in  treatment. 

Several  large  research  projects,  such  as  the  Drug  Abuse  Reporting  Program 
and  the  Treatment  Outcome  Prospective  Study,  have  demonstrated  the 
effectiveness  of  residential,  outpatient  methadone,  and  outpatient  drug-free 
treatment  for  persons  addicted  to  heroin  and  other  drugs.   Unfortunately,  the 
state  of  our  knowledge  about  treatment  with  hard  core  addicts  does  not 
permit  precise  predictions  about  which  individuals  will  succeed  or  fail  in 
treatment.   And  the  proportion  of  successfully  treated  addicts  is  not  as  high 
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as  we  would  like.   Consequently,  DHHS  is  sponsoring  services  research  at 
NIDA  and  NIAAA  as  well  as  treatment  demonstration  evaluations  at 
SAMHSA  to  investigate  these  issues. 

One  thing  that  is  well  established  is  that  persons  with  addictive  disorders 
tend  to  deny  their  addictions,  resist  entering  treatment,  require  substantial 
supports  simply  to  remain  in  treatment,  and  often  require  linkages  to 
vocational,  educational,  and  other  support  services.   To  meet  this  need,  the 
Health  Security  Act  authorizes  $1.25  billion  over  6  years  to  assure  that  low- 
income,  hard-to-reach  individuals  in  inner  cities  and  other  neighborhoods 
know  about  and  take  advantage  of  the  expanded  mental  health  and 
substance  abuse  treatment  benefits  included  in  the  comprehensive  benefits 
package.  These  funds  will  assist  States  in  providing  outreach, 
transportation,  translation,  and  linkage  services  to  recruit  people  with  severe 
addictive  or  mental  disorders  into  treatment  and  to  help  retain  them  in 
treatment  long  enough  for  treatment  to  be  successful. 


QUESTION: 

My  experience  leads  me  to  believe  that  just  because  residents  of  inner-city 
neighborhoods  have  a  Health  Security  Card  doesn't  mean  that  residents  will 
actually  have  meaningful  access  to  the  kind  of  health  care  that  will  address 
their  unique  needs.   For  instance,  assuming  that  there  are  enough  available 
providers  to  deliver  it,  how  do  you  envision  educating  inner-city  residents 
about  the  need  for  preventive  care? 

ANSWER: 

The  Health  Security  Act  recognizes,  as  you  do,  that  a  Health  Security  Card 
may  not,  in  and  of  itself,  guarantee  that  all  Americans  receive  necessary 
health  care  services.   To  achieve  this  goal,  universal  health  insurance  must 
be  backed  up  by  an  adequate  system  of  practitioners,  facilities,  education, 
outreach,  and  information. 

The  Health  Security  Act  uses  six  interrelated  approaches  to  remove  barriers 
to  care  and  to  facilitate  transition  to  a  single-tier  system  in  which  all 
Americans  have  an  adequate  choice  of  culturally-sensitive  providers  and 
health  plans. 

•         Current  Safety-Net  Programs.    The  enabling  portions  of  current 

safety-net  programs  such  as  community  and  migrant  health  centers, 
programs  for  the  homeless,  family  planning,  Ryan  White,  and  maternal 
and  child  health  will  be  maintained  under  reform.  To  ensure  access 
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and  continuity  of  care  during  the  early  years  of  reform,  providers 
funded  under  these  programs  will  receive  automatic  designation  as 
essential  community  providers,  guaranteeing  them  payment  for 
covered  services  from  all  health  plans. 

Practitioner  Supply.    The  supply  of  practitioners  in  underserved  areas 
will  be  increased.  This  will  be  accomplished  by  expanding  the 
National  Health  Service  Corps  approximately  five-fold  from  its  current 
field  strength  of  1,600;  by  redirecting  residency  training  to 
substantially  increase  the  ratio  of  primary  care  physicians  to  specialist 
physicians;  and  by  supporting  the  training  of  primary  care  physicians, 
physician  assistants,  and  advanced  practice  nurses.   Special  programs 
to  increase  the  representation  of  minorities  and  disadvantaged  persons 
among  health  professionals  will  help  overcome  access  barriers  that 
stem  from  cultural  gaps. 

Capacity  Expansion.   Capacity  expansion  in  inner-city  and  rural  areas 
will  be  supported.   This  will  be  accomplished  both  by  expanding  the 
successful  community  and  migrant  health  center  program  and  through 
a  new  program  supporting  the  development  of  community  practice 
networks  and  health  plans. 

The  new  program  will  integrate  federally  funded  providers  with  other 
providers  in  underserved  areas,  equipping  them  with  skills  to 
coordinate  care,  negotiate  effectively  with  health  plans,  and  form  their 
own  health  plans.   It  will  increase  the  level  of  service  available  in 
underserved  areas  by  supporting  the  creation  of  new  practice  sites 
and  by  renovating  and  converting  existing  practice  sites,  including 
public  and  rural  hospitals.    In  addition,  it  will  improve  access  to 
specialty  care  in  urban  and  rural  underserved  areas  -  and  improve 
coordination  of  care  -  by  linking  members  of  the  practice  networks 
with  each  other  and  with  regional  and  academic  medical  centers 
through  information  systems  and  telecommunications. 

Outreach/Enabling  Services.     The  Health  Security  Act  also 
incorporates  a  new  competitive  grant  program  that  will  expand  federal 
support  for  enabling  services  -  such  as  transportation,  translation, 
child-care,  and  outreach.   These  grants  will  help  assure  that  isolated, 
culturally-diverse,  hard-to-reach  persons  not  served  by  other  programs 
get  the  supplemental  services  they  need  to  obtain  access  to  medical 
care  and  to  use  the  health  care  system  effectively.     Awards  will  be 
made  to  community  practice  networks,  community  health  plans,  and 
other  public  and  private  not-for-profit  organizations  with  experience 
and  expertise  in  providing  enabling  services  for  underserved 
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populations,  complementing  existing  Public  Health  Service  programs. 

As  you  note  in  your  question,  groups  that  have  been  denied  access  to 
the  traditional  medical  care  system  have  come  to  rely  on  emergency 
room  care,  often  waiting  until  their  problems  are  far  more  difficult  and 
costly  to  treat.   The  new  outreach/enabling  services  program  is 
designed  to  help  these  individuals  shift  their  care  patterns  so  that  they 
receive  earlier  and  more  appropriate  primary  care  services.   This 
program  will  not  only  improve  access  to  care  for  these  vulnerable 
populations,  but  will  also  reduce  the  excessive  costs  associated  with 
avoidable  emergency  and  tertiary  care  services. 

•  School-Age  Youth.   The  Health  Security  Act  will  reach  out  to  one  of 
Nation's  most  vulnerable  groups  -  school-age  youth  and  adolescents  - 

-  in  two  ways.   The  Comprehensive  School  Health  Education  initiative 
will  establish  a  national  framework  within  which  States  can  create 
school  health  education  programs  that  improve  the  health  and  well 
being  of  students,  grades  K  through  1 2,  by  addressing  locally  relevant 
priorities  and  reducing  behavior  patterns  associated  with  preventable 
morbidity  and  mortality.   This  program  will  be  targeted  to  areas  with 
high  needs,  including  poverty,  births  to  adolescents,  and  sexually- 
transmitted  diseases  among  school-aged  youth. 

The  School-Related  Services  program  will  support  the  provision  of 
health  services  ~  including  psychosocial  services  and  counseling  in 
disease  prevention,  health  promotion,  and  individualized  risk  behavior  - 

-  in  school-based  or  school-linked  sites.   Grants  will  be  made  to  states 
for  the  development  and  implementation  of  state-wide  projects 
targeted  at  high-risk  youth  ages  10-19.    In  states  that  do  not  take  this 
initiative,  grants  will  be  available  to  local  community  partnerships 
including  public  schools,  experienced  providers,  and  community 
organizations. 

•  Mental  Health  and  Substance  Abuse  Initiatives.    As  we  mentioned  in 
our  response  to  question  3,  the  Health  Security  Act  authorizes  new 
funds  to  assure  that  low-income,  hard-to-reach  individuals  in  inner 
cities  and  other  neighborhoods  know  about  and  take  advantage  of  the 
expanded  mental  health  and  substance  abuse  treatment  benefits 
included  in  the  comprehensive  benefits  package.   Working  through  the 
existing  Community  Mental  Health  Services  and  the  Substance  Abuse 
Prevention  and  Treatment  formula  grants,  these  funds  will  support 
enabling  services  -  community  and  patient  outreach,  transportation, 
translation,  education—  for  low-income  individuals  and  other 
vulnerable  groups  (such  as  the  homeless,  dually-diagnused,  or 
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severely  mentally  ill).   In  addition,  they  will  build  up  the  currently 
inadequate  infrastructure  for  delivering  mental  health  and  substance 
abuse  services  in  communities  and  facilitate  integrating  these  services 
within  the  broader  health  care  system. 

In  addition  to  these  Access  Initiatives,  the  Health  Security  Act  incorporates 
several  other  strategies  to  promote  the  delivery  of  preventive  services  to 
residents  of  inner  cities. 

It  encourages  health  plans  to  focus  their  energies  on  keeping  their  enrotlees 
healthy  by: 

•  including  preventive  services  (without  cost-sharing)  in  the 
comprehensive  benefits  package; 

•  using  report  cards  to  focus  attention  of  health  plans  on 
providing  preventive  services  (such  as  immunization)  for  their 
enrollees  and  to  monitor  how  well  they  do  in  this  regard;  and 

•  incorporating  a  payment  system  (i.e.,  a  fixed  annual  risk- 
adjusted  premium  covering  total  patient  care)  that  rewards 
health  plans  financially  for  assuring  that  their  populations  are 
aware  of  and  get  the  preventive  services  they  need  to  stay 
welt. 

The  Health  Security  Act  also  builds  up  the  capabilities  of  communities  to 
educate  the  public  about  the  need  for  preventive  services  by  providing 
additional  funds  to  States  to  support  local  community  education  and 
mobilization  campaigns  and  by  creating  a  new  program  that  provides  public 
and  not-for-profit  agencies  with  grants  to  address  local  preventable  health 
problems. 

There  is  evidence  that  these  types  of  approaches  can  succeed.  The  Harlem 
Hospital  in  New  York  City  has  recently  concluded  a  very  positive  pilot  test, 
using  Public  Health  Service  materials  developed  for  the  "Put  Prevention  into 
Practice'  public  education  program.   This  pilot  used  educational  materials 
and  clinic-based  approaches  to  deliver  the  same  package  of  clinical 
preventive  services  contained  in  the  Health  Security  Act's  benefits  package 
to  the  Hospital's  low-income  population. 


5.         QUESTION: 

Some  of  the  special  health  problems  of  inner-city  residents  require  a 
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substantial  amount  of  outpatient  followup.   How  does  the  Administration 
anticipate  ensuring  that  a  patient  with,  for  example,  TB  actually  take 
necessary  medications  for  six  months?   Won't  the  inner  city  provider  really 
need  a  social  worker  to  visit  the  patient  regularly?  What  if  the  patient  does 
not  speak  English?  How  does  the  Administration's  Health  Security  Act 
address  these  needs? 

ANSWER: 

As  you  note,  some  medical  conditions  require  more  than  the  simple  provision 
of  medical  services.  That  is  why,  in  addition  to  insurance  coverage,  the 
Administration's  proposal  includes  additional  federal  support  for  enabling 
services  -  outreach,  transportation,  translation,  non-medical  case 
management,  linkage  to  social  services  --  which  are  critical  to  assuring  that 
isolated,  culturally  diverse  and  hard  to  reach  populations  get  the  care  they 
need. 

Equally  important,  through  both  the  Core  Public  Health  Program  and  the 
Preventable  Priority  Health  Problem  programs,  the  Health  Security  Act 
actively  strengthens  our  capacity  to  provide  population-based  public  health 
activities.   In  the  case  of  tuberculosis,  that  means  additional  funds  to: 

•  monitor  the  incidence  of  TB  cases  -  defining  exactly  where  the  cases 
are  coming  from  and  what  population  groups  are  most  in  danger  of 
being  infected; 

•  control  the  spread  of  TB  -  helping  health  plans  provide  preventive 
treatment  (under  supervision  when  warranted),  and  tracking  down 
contacts  who  may  be  infected  for  testing  and  treatment; 

•  lead  community-based  efforts  to  prevent  the  spread  of  TB  - 
convening  community  meetings  that  involve  housing  authorities, 
homeless  shelter  organizations,  social  service  agencies,  private  health 
care  associations,  and  hospital  personnel  to  craft  effective 
interventions;  and 

•  educate  the  public  about  TB  -  getting  the  word  out  about  testing  and 
infection  control  to  groups  most  likely  to  be  exposed. 


6.        QUESTION: 

How  does  the  Administration's  individual  responsibility  for  helping  finance 
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health  care  costs  relate  to  the  realities  of  the  public  health  system  in  our 
cities? 

ANSWER: 

The  Health  Security  Act  includes  $20  billion  in  new  Federal  funding  for 
Public  Health  initiatives  such  as  those  described  in  response  to  Question  4. 
New  public  health  funds  will  flow  to  state  and  local  areas  to  improve 
epidemiological  surveillance,  research,  and  workforce  programs  and  to 
support  public  health  prevention  and  enabling  services.  Financing  for  these 
initiatives  will  flow  to  states  and  local  public  health  programs  through 
federally  authorized  grants. 

Currently,  the  Public  Health  system  provides  select  personal  health  care 
services  for  the  uninsured,  and  other  targeted  populations.   The  Health 
Security  Act  will  for  the  first  time  guarantee  all  Americans  a  comprehensive 
set  of  personal  health  benefits  and  will  enroll  them  in  mainstream  health  care 
delivery  systems  for  their  personal  health  care  services.  This  will  help  free 
the  public  health  system  to  focus  on  population  based  health. 


With  respect  to  individual  responsibility,  the  President  believes  that  all 
Americans  should  take  responsibility  for  helping  finance  health  care  to  the 
extent  they  are  able  to  contribute.  The  plan  adjusts  individual  premiums  and 
co-payments  to  take  account  of  personal  financial  situations. 


QUESTIONS  FROM  DR.  BROWN 

1&2    QUESTION: 

Will  disadvantaged  groups  find  fair  and  effective  representation  on  health 
alliance  boards? 

ANSWER: 

The  Health  Security  Act  states  that  the  Alliance  Board  of  Directors  is 
comprised  in  equal  proportion  of  of  members  who  represent  employers 
whose  employees  purchase  coverage  through  the  alliance,  and  individuals 
who  purchase  such  coverage. 

3.         QUESTION: 
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Will  inner-city  residents  be  the  informed  and  cost-conscious  citizens  the  plan 
aims  to  encourage?  How  will  bureaucratic  obstacles  be  reduced  so  that  they 
can  surmount  them? 

ANSWER: 

Inner-city  residents  who  have  been  uninsured  or  underinsured  nnay  not 
currently  be  well  prepared  to  make  cost-effective  choices  about  health  care. 
A  key  to  health  care  reform's  success  will  be  reaching  out  to  these  people 
and  assisting  them  as  they  seek  and  receive  health  care.   Active  consumer 
participation  in  the  health  care  system  is  supported  in  many  ways  in  the 
Administration's  plan: 

•  Alliances  are  required  to  make  available  to  all  eligible  enrollees,  in 
easy-to-understand  and  useful  forms,  information  about  plans, 
including  costs,  participating  providers  and  their  characteristics,  and 
quality  measures. 

•  Alliances  are  required  to  conduct  educational  programs  in  cooperation 
with  regional  professional  foundations  to  assist  consumers  in  using 
quality  and  other  information  in  choosing  among  health  plans. 

•  Information  on  health  plans  must  be  distributed  to  the  entire  market, 
not  just  to  subsets.   All  consumers  in  a  market  must  have  access  to 
the  same  information.   Marketing  information  prepared  by  plans  must 
be  approved  by  the  Alliance  in  order  to  avoid  misleadmg  consumers. 

•  Those  individuals  who  do  not  enroll  during  the  annual  enrollment 
period  will  be  enrolled  when  they  present  for  health  care  services. 
Providers  will  be  required  to  notify  alliances  who  will  in  turn  provide 
unenrolled  persons  with  information  about  available  choices.  If  these 
individuals  still  fail  to  choose  a  plan  within  30  days,  alliances  will  be 
required  to  enroll  them  in  a  health  plan. 


QUESTION: 

Will  inner-city  residents  be  forced  into  low-cost  plans  because  they  can 
afford  no  other? 

ANSWER: 

Individual  discounts  under  the  Health  Security  Act  are  targeted  to  the 
average-weighted  premium  rather  than  to  the  lowest-cost  premium. 
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Consequently,  inner-city  residents  will  not  be  restricted  to  the  least 
expensive  plan.   SSI  and  AFDC  recipients  can  choose  among  all  plans  that 
are  "average"  or  lower  in  cost  in  their  service  area  and  be  responsible  only 
for  their  copayments.  The  working  poor,  up  to  1 50  percent  of  poverty,  will 
also  be  eligible  for  discounts  on  their  insurance  premiums. 

The  Access  Initiatives  described  in  the  answer  to  question  4  are  designed  to 
ensure  that  inner-city  residents  have  an  adequate  choice  of  culturally- 
sensitive  providers  and  plans  from  which  to  choose.  These  programs  will 
increase  the  supply  of  practitioners  (including  minorities)  in  inner-city  areas, 
increase  the  number  of  practice  sites,  renovate  and  convert  substandard 
inpatient  and  outpatient  facilities,  and  support  the  development  of 
community-oriented  practice  networks  and  health  plans. 

In  addition,  the  essential  community  provider  provisions  will  assure  that 
federally-funded  providers  in  inner-city  areas  receive  payment  from  all  health 
plans.   This  will  assure  that  no  matter  which  plan  they  choose,  residents  in 
inner-city  neighborhoods  have  continuing  access  to  practitioners  with 
experience  meeting  their  special  needs  and  can  obtain  care  in  sites 
convenient  to  where  they  live. 


5.         QUESTION: 


Will  tightly  managed  care  work  well  for  whole  segments  of  inner  city 
populations? 

ANSWER: 

Under  the  Health  Security  Act,  States  will  have  the  option  of  implementing  a 
single  payer  system.   For  those  who  do  not,  a  wide  range  of  alternative 
plans  must  be  made  available  through  alliances,  including  at  least  one  fee- 
for-service  plan  and  various  forms  of  managed  care,  from  closed-panel 
HMOs  to  different  types  of  preferred  provider  organizations.   In  selecting 
plans,  people  will  be  able  to  choose  the  type  of  health  care  arrangements 
they  believe  will  best  fit  their  needs.   They  will  not  be  restricted  to  "tightly 
managed  care"  plans,  although  such  plans  may  serve  many  people  well  by 
providing  their  enrolles  with  linkage  to  a  primary  care  provider,  well- 
coordinated  care,  case  management  services,  and  an  emphasis  on 
preventive  care. 

The  Health  Security  Act  incorporates  various  strategies  to  ensure  that 
practitioners  with  experience  and  expertise  in  taking  care  of  inner-city 
residents  become  integrated  into  health  plans.   The  essential  community 
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provider  program  will  assure  that  these  providers  receive  payment  for 
covered  services  from  all  health  plans.   This,  in  turn,  will  assure  inner-city 
residents  access  to  these  providers  regardless  of  the  health  plan  they 
choose. 

The  new  Community  Practice  Network  and  Health  Plan  Program  will  help 
federally-funded  providers  by:  linking  them  with  other  inner-city  providers; 
bolstering  their  skills  to  take  on  risk  and  negotiate  with  health  plans; 
supporting  the  development  of  new  practice  sites  (including  community 
health  centers,  family  planning  clinics,  etc.)  and  refurbishing  existing  ones; 
and  providing  them  with  information  systems  to  hook  them  up  with  other 
providers  in  inner-city  areas  and  with  academic  medical  centers. 


QUESTION: 

If  every  inner-city  resident  has  a  health  security  card  by  this  time  next  year, 
how  different  will  their  patterns  of  care-seeking  and  receiving  be? 

ANSWER: 

We  cannot  predict  with  certainty  exactly  how  care-seeking  behavior  will 
change  under  health  care  reform.   However,  because  of  the  way  the  Health 
Security  Act  restructures  the  personal  care  system  and  because  of  its 
comprehensive  Access  initiatives,  we  expect  that  inappropriate  use  of 
hospital  emergency  rooms  will  decrease,  that  patients  will  seek  care  earlier 
in  the  course  of  an  illness  -  before  a  small  problem  becomes  a  large  one  - 
and  that  use  of  preventive  services  will  increase. 

The  Health  Security  Act  will  facilitate  these  changes  by  providing  all 
Americans  with  comprehensive  benefits,  including  preventive  services 
without  any  cost-sharing.   Through  the  report  card  and  the  annual  risk- 
adjusted  premium,  it  will  provide  health  plans  with  cost  and  quality 
incentives  to  provide  primary  care  and  preventive  services  that  keep  people 
out  of  emergency  rooms  and  other  costly  care  settings. 

The  Health  Security  Act  contains  provisions  to  ensure  that  newly-insured 
people  in  inner  cities  have  convenient  and  culturally-sensitive  sources  of 
medical  care.     As  noted  above,  the  President's  proposal  will  establish 
practitioner  networks  in  inner  cities,  and  provide  additional  support  for 
enabling  services,  such  as  transportation,  outreach  and  translation,  so  that 
residents  have  a  choice  of  plans  and  providers  near  where  they  live.   We 
expect  community  networks  to  play  an  important  role  in  educating  patients 
in  how  to  use  the  health  care  system  effectively. 
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7.        QUESTION: 

What  special  accommodations  will  be  made  to  enroll  the  urban  poor? 

ANSWER: 

As  noted  in  our  response  to  Dr.  Brown's  third  question,  the  Health  Security 
Act  contains  general  provisions  to  facilitate  enrollment  in  health  plans 
(including  point-of-service  enrollment)  and  to  provide  all  residents  of  alliances 
with  useful,  easy-to-understand  information  to  choose  among  health  plans. 

Nonetheless,  it  is  likely  that  special  populations,  such  as  the  urban  poor  will 
require  special  services  to  help  them  use  the  new  system  effectively. 
Community-based  organizations  and  essential  community  providers  could 
play  important  roles  in  this  regard.   Funds  from  the  new  enabling  services 
program  will  be  available  to  support  them  in  these  efforts. 


8.  QUESTION: 

What  special  efforts  will  be  made  to  inform  people  about  choices  offered? 

ANSWER: 

See  answer  to  Dr.  Brown's  third  question. 

9.  QUESTION: 

Will  there  be  true  incentives  to  enroll  the  sickest  patients? 

ANSWER: 

Under  the  current  system,  insurers  are  able  to  exclude  high-risk  individuals. 
Under  the  reformed  system,  plans  will  qqi  be  able  to  exclude  anyone  on  the 
basis  of  a  pre-existing  condition.   Enrollees  are  free  to  choose,  plans  must 
accept,  and  alliances  must  enroll  all  such  individuals. 

Although  the  premiums  that  employers  and  individuals  pay  into  the  system 
will  be  community  rated,  the  fixed  annual  premium  that  health  plans  receive 
will  be  risk-adjusted  according  to  a  methodology  to  be  developed  by  the 
National  Board.  This  risk  adjustment  will  take  into  account  factors  such  as 
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demographic  characteristics,  health  status,  geography,  socio-economic 
status,  the  proportion  of  enrollees  who  are  SSI  and  AFDC  recipients,  and 
special  problems  such  as  mental  illness.   This  will  minimize  the  financial 
disincentive  that  health  plans  might  otherwise  have  to  deny  sicker  patients 
costly  health  services. 

In  addition.  States  may  provide  health  plans  with  incentives  to  enroll  and 
serve  disadvantaged  groups.   For  example,  States  may  modify  the  risk 
adjustment  methodology  or  offer  other  financial  incentives  to  encourage 
health  plans  to  enroll  individuals  from  disadvantaged  groups  or  provide 
services  such  as  outreach  and  transportation  to  ensure  access  to  care. 

The  health  information  system  and  the  program  of  performance  monitoring 
overseen  by  the  National  Quality  Management  Council  will  provide  a 
mechanism  to  monitor  the  extent  to  which  the  sickest  members  of  the 
population  get  access  to  appropriate  care. 


10.      QUESTION: 

How  will  enrollment  abuses  be  prevented  (i.e.  avoiding  very  sick,  homeless 
or  mentally  ill  patients)? 

ANSWER: 

As  described  in  our  answers  to  Dr.  Brown's  third  and  ninth  questions,  the 
President's  plan  contains  a  variety  of  safeguards  to  prevent  the  abuses  that 
characterize  the  current  system. 

Under  the  Health  Security  Act,  enrollment  is  controlled  by  the  Alliance,  not 
the  individual  health  plan.   Information  on  health  plans  must  be  distributed  to 
the  entire  market,  not  just  to  carefully  selected  subsets.   All  consumers  in  a 
market  must  have  access  to  the  same  information.   Alliances  will  review 
marketing  information  prepared  by  health  plans  to  prevent  the  distribution  of 
false  or  materially  misleading  materials.    Antidiscrimination  provisions  will 
safeguard  against  cherry  picking  and  redlining.  Should  plans  not  be  able  to 
enroll  everyone  seeking  membership,  regional  alliances  are  responsible  for 
establishing  mechanisms  to  assure  continuity  in  health  plan  coverage. 

Additional  policies  in  the  Health  Security  Act  are  designed  to  assure  that 
health  plans  provide  appropriate  care  for  all  of  their  enrollees,  including  those 
who  require  costly  services  and  those  who  are  difficult  to  reach.   These 
policies  include  risk-adjustment  of  plan  premiums,  the  capacity  expansion 
and  enabling  services  programs,  the  system  of  performance  monitoring 
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overseen  by  the  National  Quality  Management  Council,  and  the  strengthened 
role  of  State  and  local  public  health  agencies. 


11.      QUESTION: 


What  mechanisms  will  insure  that  health  alliances  are  responsive  to 
community  needs? 

ANSWER: 

There  are  mechanisms  throughout  the  President's  health  reform  plan  to 
assure  that  plans  and  alliances  are  responsive  to  individual  and  community 
needs.   Each  alliance  must  have  an  ombudsman  office  to  assist  consumers 
to  deal  with  problems  that  arise  with  health  plans  and  the  alliance.   The 
alliance  will  be  expected  to  monitor  problems  as  they  arise  and  deal  with 
them  quickly. 

Information  on  each  health  plan's  performance  and  on  a  range  of  national 
performance  measures  will  be  publicly  available  each  year.    Indicators  will 
include  measures  of  access,  appropriateness  of  services  provided,  outcomes 
of  service,  health  promotion  and  prevention,  and  user  satisfaction. 
Alliances,  plans,  and  consumers  will  be  able  to  identify  plans  which  perform 
well  and  those  which  perform  poorly.   Individuals  will  have  an  opportunity 
each  year  to  switch  plans  if  they  are  dissatisfied  with  their  current  plan. 

States  will  oversee  alliances  and  certify  their  health  plans.   They  will  ensure 
that  there  is  access  to  an  adequate  selection  of  health  plans  in  each  alliance 
and  can  offer  incentives  to  ensure  that  disadvantaged  populations  are 
enrolled  and  served. 


12.      QUESTION: 

What  mechanisms  will  be  used  in  the  inner  city  to  protect  quality  of  care? 

ANSWER: 

The  Health  Security  Act  establishes  a  performance-based  program  of  quality 
management  and  improvement,  focusing  on  appropriateness,  effectiveness, 
and  access  to  health  care  services.   A  National  Quality  Management  Council, 
under  the  direction  of  the  National  Health  Board,  will  be  responsible  for 
developing  indicators  to  assess  health  plan  performance  in  these  areas, 
developing  standards,  and  evaluating  the  impact  of  these  indicators  and 
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standards  in  improving  quality  of  care. 

Key  to  the  success  of  this  program  is  the  establishment  of  a  Health 
Information  System,  which  will  provide  accurate,  timely,  and  comparable 
information  to  assess  access  and  quality  of  care.    Because  this  system 
incorporates  enrollment  data,  encounter  data,  consumer  surveys,  and  other 
information  collected  by  the  National  Quality  Management  Council,  it  will 
facilitate  analyses  of  both  access  to  health  services  and  outcomes  of  care 
for  different  population  subgroups.   Analyses  will  pay  special  attention  to 
vulnerable  populations,  such  as  inner-city  residents  and  consumers  who  fail 
to  enroll  or  disenroll  from  a  health  plan. 

The  National  Quality  Management  Council  will  establish  and  oversee  regional 
professional  foundations,  which  will  conduct  continuing  education  and 
disseminate  quality  information  to  plans  and  health  care  providers.  The 
foundations  must  include  at  least  one  Academic  Health  Center,  which  is 
often  a  primary  source  of  care  in  the  inner  cities.    In  addition,  schools  of 
public  health,  health  plans,  providers  and  members  from  regional  and 
corporate  alliances  are  eligible  for  membership. 

States  will  be  responsible  for  certifying  regional  alliance  health  plans  based 
on  quality,  ability  to  deliver  the  comprehensive  benefits  package,  and 
financial  stability  of  the  plan.   Health  plans  are  restricted  from  redlining 
geographic  areas. 


13.      QUESTION: 

What  mechanisms  can  we  develop  to  provide  more  emergency  coverage  for 
undocumented  aliens? 

ANSWER: 

The  Health  Security  Act  retains  the  Medicaid  program  provisions  that  pay  for 
emergency  services  for  undocumented  people.  Under  these  provisions, 
emergency  services  delivered  in  hospitals  to  undocumented  people  will  be 
reimbursable  by  state  Medicaid  programs  with  continued  Federal  Medicaid 
participation. 


14.      QUESTION: 

How  can  we  be  certain  that  health  reform  advances  basic  research  on  the 
most  pressing  problems  facing  our  urban  poor  such  as  AIDS,  sickle  cell 
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anemia,  tuberculosis,  and  substance  abuse? 

ANSWER: 

Title  III  of  the  Health  Security  Act  authorizes  $2.9  billion  in  new  bionnedical 
and  behavioral  research  on  health  promotion  and  disease  prevention.   The 
Act  identifies  as  priorities  research  on  child  and  adolescent  health  conditions, 
reproductive  health,  mental  health,  elderly  health,  substance  abuse, 
infectious  diseases,  health  and  wellness  promotion,  and  environmental 
health. 

Within  these  priority  areas,  the  following  issues  have  been  identified  as  likely 
to  receive  additional  funding:  teenage  pregnancy,  environmental  toxins,  HIV 
prevention,  and  TB  prevention. 

The  Administration  is  committed  to  assuring  that  these  additional  prevention 
research  dollars  improve  the  health  of  the  population  and  reduce  the  burden 
of  preventable  disease. 

QUESTION: 

How  can  we  make  certain  that  the  health  delivery  system  accommodates 
the  importance  of  clinical  research? 


ANSWER: 

Translating  the  findings  of  clinical  research  into  practice  is  crucial  to  assuring 
the  quality,  appropriateness,  and  cost  effectiveness  of  clinical  interventions. 
The  President's  plan  works  to  promote  clinical  research  as  well  as  the 
diffusion  of  research  findings  to  the  practicing  community  in  a  number  of 
ways. 

First,  the  National  Quality  Management  Program  will  include  an  expanded 
commitment  to  the  development,  dissemination,  and  evaluation  of  clinical 
practice  guidelines.   Practice  guidelines  play  an  important  role  in  educating 
practitioners  on  the  appropriate  use  of  the  latest  clinical  management 
options  available  to  them. 

Second,  Regional  Professional  Foundations  will  be  established  by  the 
National  Health  Board  to  disseminate  information  about  health  care  quality 
improvement  approaches  and  research  findings. 
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Third,  academic  health  centers,  where  much  of  clinical  research  goes  on,  will 
receive  additional  support  to  assist  them  in  the  additional  costs  of  carrying 
out  research  and  teaching. 

Finally,  quality  report  cards  will  be  available  to  consumers  about  plan 
performance.   This  information  will  be  made  available  through  alliances  and 
will  include  performance  indicators  developed  by  the  National  Quality 
Management  Program  (NQMP).  In  developing  these  indicators  the  NQMP  will 
take  into  account  recent  findings  from  clinical  research. 


16.      QUESTION: 

How  can  we  foster  further  investment  in  the  systematic  search  for 
efficacious  and  cost-effective  clinical  interventions? 

ANSWER: 

The  National  Institutes  of  Health  have  played  a  leadership  role  in  identifying 
new  and  effective  therapies  for  medical  conditions.   By  expanding  our 
investment  in  prevention  research  we  will  balance  our  commitment  to 
developing  new  medical  treatments  for  disease  with  new  knowledge  on  the 
causes  and  progression  of  disease. 

Health  services  research  also  plays  a  critical  role  in  evaluating  the  application 
of  new  clinical  interventions  in  the  field,  to  assure  that  their  projected 
efficacy  is  realized  in  all  settings  and  by  all  populations.   By  expanding 
investments  in  health  services  research  the  Administration  is  demonstrating 
commitment  to  assuring  that  information  on  how  to  best  organize,  structure, 
and  deliver  cost  effective  services  is  readily  available  to  consumers,  health 
care  providers  and  decision  makers  at  the  plan,  alliance,  state,  and  national 
level. 
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QUESTION  FROM  OR.  GREENSPAN: 

B2.      QUESTION: 

One  of  the  later  witnesses,  Benn  Greenspan,  President  of  the  Mount  Sinai 
Hospital  in  Chicago,  stated  that  "health  reform  must  support  those  additional 
services  that  are  needed  to  actively  engage  patients  in  a  system  of  care"  if 
we  are  to  improve  the  health  status  of  residents  in  underserved 
communities.   He  gave  two  examples  of  such  programs  operated  by  his 
hospital,  one  serving  young  girls  in  grade  school  who  are  at  risk  of  becoming 
pregnant,  and  one  called  Fresh  Start,  serving  substance-abusing  pregnant 
women.   What  does  the  President's  Health  Security  Act  do  to  encourage  the 
development  of,  and  provide  ongoing  support  for  such  services? 

ANSWER: 

Providing  comprehensive  personal  health  care  coverage  that  includes 
preventive  services  and  health  education  is  an  essential  and  central  part  of 
the  President's  plan.   Two  specific  provisions  of  the  President's  plans  will 
help  enhance  the  development  and  delivery  of  services  to  residents  in 
underserved  areas  as  described  by  Mr.  Greenspan: 

(1)  Title  III,  subtitle  E  of  the  Health  Security  Act  establishes  new  federal 
programs  that  will  improve  access  to  health  services  for  urban  and  rural 
medically-underserved  populations  by  expanding  capacity  and  supporting  the 
provision  of  enabling  services.    Grants  under  these  programs  will  support  the 
development  of  community-oriented  practice  networks  and  community 
health  plans  that  will  provide  residents  of  inner  cities  and  other  underserved 
areas  with  a  choice  of  culturally-sensitive  providers  and  health  plans.   These 
programs  will  also  develop  new  practice  sites,  renovate  and  convert 
substandard  facilities,  link  providers  in  underserved  areas  with  each  other 
and  with  medical  centers  through  information  systems,  and  support  the 
provision  of  enabling  services,  such  as  transportation,  community  and 
patient  outreach,  patient  education,  and  translation  services. 

(2)  Title  III,  subtitle  H  of  the  President's  health  care  reform  proposal 
establishes  two  new  Federal  programs  to  support  school-related  health 
education/prevention  efforts  for  children  and  increase  access  to  services  for 
adolescents  in  low-income,  high  risk  communities.    Under  this  program, 
grants  will  support  State  and  local  community  efforts  to  design  and 
implement  comprehensive  school  education  programs  in  grades  K-12,  as 
well  as  school-related  health  services  youth  aged  10-19.   The 
comprehensive  school  health  education  program  will  provide  $50  million 
annually  beginning  in  fiscal  year  1995  for  grants  to  States  and  local 
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communities.   The  school-related  services  proposal  will  provide  $100  million 
in  fiscal  year  1996  growing  to  $400  million  by  the  year  2000  in  grant 
funding  to  States  and  local  communities  to  provide  a  range  of  health 
services  to  adolescents. 

(3)  Title  III,  subtitle  D  of  the  Health  Security  Act  provides  State  or  local 
agencies  and  private,  nonprofit  organizations  with  funds  to  develop  and 
implement  innovative  community-based  strategies  to  promote  health  and 
prevent  disease.   Projects  in  this  program  will  be  targeted  to  the  most  needy 
and  vulnerable  population  groups  and  geographic  areas  of  the  country. 


B3.      QUESTION  FROM  STANLEY  FERTEL: 

Another  witness,  Stanley  Fertel  of  Jewish  Memorial  Hospital  in  Roxbury, 
MA,  expressed  concern  that  the  role  of  long-term  care  hospitals  in  serving 
the  needs  of  medically  underserved  urban  residents  (crack  babies,  young 
trauma  victims  requiring  care  for  life)  is  not  fully  recognized  by  the 
Administration  in  its  health  reform  plan.   How  would  you  respond? 

ANSWER: 

Importantly,  for  the  first  time,  every  American  will  be  enrolled  in  a 
comprehensive  health  care  plan  and  be  entitled  to  all  services  described  in 
the  guaranteed  benefit  package.   Supplemental  services  not  included  in  the 
comprehensive  benefit  package  (referred  to  as  "wrap-around  services")  will 
be  available  to  many  low-income  children  and  adults.   Regardless  of  whether 
a  person  is  born  with  a  disability  or  acquired  one  later,  rehabilitation  services 
are  available  to  all  individuals  following  an  acute  episode. 

The  President's  plan  also  recognizes  the  special  long  term  care  requirements 
of  disabled  individuals.   The  Health  Security  Act  covers  physical, 
occupational,  and  speech/language  therapy  services  for  people  who 
experience  birth  disorders  or  congenital  conditions.   The  Act  will  expand 
home  and  community-based  services  to  individuals  with  severe  disabilities, 
without  regard  to  income  or  age  and  states  will  have  the  flexibility  to  design 
and  define  their  community-based  service  systems. 


B4.       QUESTION  FROM  THOMAS  SALMON: 

Thomas  Salmon  testified  on  behalf  of  the  contractor  that  is  providing  the 
mental  health  and  substance  abuse  benefit  to  the  Medicaid  beneficiaries  in 
Massachusetts.   Do  you  anticipate  that  the  mental  health  and  substance 
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abuse  benefit  that  is  part  of  the  paclcage  of  benefits  proposed  to  be 
guaranteed  by  the  Administration  would  be  delivered  in  a  similar  way?   How 
do  we  ensure  that  the  most  appropriate  medical  treatment,  and  not  just  the 
least  expensive,  is  provided  to  our  low-income  citizens? 

ANSWER: 

Under  the  President's  plan,  the  organization  and  delivery  of  covered  services 
are  the  responsibility  of  the  health  plans.   Some  plans  may  choose  to 
organize  and  deliver  MH/SA  services  in  a  manner  similar  to  the  managed 
care  program  recently  initiated  by  the  Massachusetts  Medicaid  program. 
Others  may  not. 

Regardless  of  the  details,  several  features  of  the  President's  plan  should  help 
ensure  that  the  care  delivered  is  appropriate  for  ail  citizens  with  mental 
health  or  substance  abuse  problems.   First,  unlike  the  current  situation  with 
Medicaid,  all  citizens  regardless  of  income  will  receive  care  from  the  same 
health  plans,  helping  to  eliminate  the  problems  caused  by  low  Medicaid 
payment  rates  or  the  dilemma  of  low-income  individuals  without  coverage  of 
any  kind.   Second,  the  design  of  the  initial  MH/SA  benefit  encourages  health 
plans  to  provide  services  of  the  type  that  have  been  found  to  be  effective 
alternatives  to  inpatient  care,  such  as  intensive  outpatient  services  that  can 
often  be  provided  in  less  restrictive,  community-based  settings.   Finally, 
several  features  of  the  plan  help  ensure  that  individuals  have  appropriate 
access  to  quality  services.   A  National  Quality  Improvement  program  is 
initiated,  a  grievance  process  is  provided  for  by  the  plan  and  the  regional 
alliances  must  provide  ombudsmen  for  complaints. 


QUESTION  FROM  KENNETH  RASKE: 

Could  you  respond  to  criticism  of  Kenneth  Raske  of  the  Greater  New  York 
Hospital  Association  that  the  amount  of  Medicare  and  Medicaid  cuts 
proposed  by  the  Administration  far  outweigh  the  amount  of  benefits  of  the 
Administration's  plan  for  New  York  City  hospitals,  many  of  which  are 
academic  centers  and  disproportionate  share  hospitals? 

ANSWER: 

It  is  important  to  view  the  Medicare  and  Medicaid  proposals  in  the  context 
of  health  care  reform.   The  proposed  payment  changes  to  Medicare  and 
Medicaid  in  the  Health  Security  Act  are  part  of  a  comprehensive, 
competitivelv-based  approach  to  expanding  coverage  while  reducing  the 
overall  rate  of  growth  in  health  spending. 
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While  Medicare  DSH  payments  will  be  reduced,  they  will  continue  at  a  level 
that  should  be  sufficient,  given  the  virtual  elinnination  of  the  uninsured 
population  which  has  been  a  large  part  of  the  rationale  for  the  DSH  program. 


Medicaid  DSH  payments  will  be  replaced,  at  a  lower  funding  level,  by  the 
Vulnerable  Population  Adjustment  (VPA)  program.   This  new  program  is 
designed  to  offset  the  residual  costs  associated  with  caring  for  high-cost, 
low  income  populations. 

There  is  also  a  strong  commitment  in  the  plan  to  continue  support  for  the 
excellent  teaching  facilities  and  academic  health  centers  in  New  York  and 
throughout  the  country.   Under  our  plan,  qH  payers  will  contribute  to  a 
national  pool  to  finance  research  and  graduate  medical  education. 

While  we  are  continuing  our  assessment  of  the  impact  of  the  entire  package 
of  proposals  on  specific  areas,  we  know  that  total  Medicare  payments  to 
hospitals  will  increase,  not  decrease,  under  health  reform.   Projections  by 
the  Health  Care  Financing  Administration's  Actuary  show  that  under  health 
reform,  aggregate  Medicare  inpatient  payments  to  hospitals  will  increase  by 
about  six  percent  a  year  from  1994-2000. 


B6.      QUESTION  FROM  GERALD  McENTEE: 

Gerald  McEntee  testified  on  behalf  of  AFSCME  that  the  Administration's 
health  reform  plan  could  have  a  detrimental  effect  on  its  members  who  staff 
the  public  hospitals  of  this  nation.   Has  the  Administration  taken  into 
account  the  effect  that  a  smaller  health  care  workforce  will  have  on  jobs  in 
inner-city  neighborhoods? 

ANSWER: 

Yes,  these  issues  have  been  considered  and  we  see  no  reason  to  anticipate 
that  inner-city  hospitals  will  lose  jobs  under  the  Clinton  plan.   Indeed,  inner- 
city  neighborhoods  will  receive  a  large  infusion  of  dollars  under  the  Clinton 
plan  because  poor,  currently  uninsured  residents  would  now  have  insurance 
coverage.   These  dollars  will  flow  to  providers  in  those  areas  increasing 
cash-flow  and  protecting  jobs. 

In  addition.  Title  III  of  the  Act  creates  a  program  of  special  payments  to 
hospitals  that  serve  vulnerable  populations.   These  include  hospitals  that 
serve  a  large  number  of  illegal  aliens  who  do  not  have  a  source  of  insurance 
and  poor  individuals  who  cannot  meet  coinsurance,  cost-sharing,  or 


59 


deductible  obligations.  The  bulk  of  these  funds  will  flow  to  inner-city  public 
hospitals. 

Further,  the  Secretary  may  designate  certain  essential  connmunity  providers 
with  which  health  plans  must  contract  at  fair  reimbursement  rates  for  a 
period  of  at  least  five  years.   Inner-city  hospitals  are  eligible  to  be  included 
under  these  provisions. 

in  addition  to  these  payment  streams  which  should  help  assure  inner-city 
hospitals  do  not  lose  jobs,  the  President's  plan  will  have  the  effect  of 
enhancing  employment  opportunities  for  health  workers.  The  new  long-term 
care  program  will  require  a  substantial  expansion  in  the  number  of  home 
health  nurses  and  aides,  and  many  will  be  in  inner-city  neighborhoods.  The 
Act  also  creates  a  new  National  Institute  for  Health  Care  Workforce 
Development  jointly  between  the  Departments  of  Labor  and  Health  and 
Human  Services  which  would  help  assess  the  employment  impact  of  health 
care  reform  and  gives  the  Department  of  Labor  new  program  authorities  for 
upgrading  and  retraining  displaced  workers. 


ADDENDUM 


Three  provisions  in  Title  VII  of  the  Health  Security  Act  that  also  bear  on  your 
questions  regarding  the  provision  of  health  care  to  inner-city  populations. 

First,  hospitals  and  other  nonprofit  health  care  providers  will  continue  to  be 
eligible  for  tax  exemption  as  charitable  organizations.   In  order  to  maintain 
their  tax-exempt  status,  hospitals  and  other  nonprofit  providers,  in  addition 
to  meeting  the  standards  of  current  law,  will  be  required  to  assess  the  health 
needs  of  their  community  and  develop  a  plan  to  meet  those  needs.   This  will 
help  to  ensure  that  an  inner-city  nonprofit  hospital  is  being  responsive  to  the 
needs  of  the  residents  in  its  area  (Section  7601). 

Second,  the  Act  contains  tax  incentives  to  encourage  providers  to  practice 
in  underserved  areas.   A  physician  who  commences  work  full  time  in  an  area 
that  is  designated  as  being  short  of  health  professionals  and  who  receives 
the  required  certification  from  HHS  will  be  eligible  to  receive  a  nonrefundable 
tax  credit  of  $1,000  per  month  for  up  to  60  months.   Physicians  must  work 
in  the  area  for  five  consecutive  years  to  receive  the  full  credit;  they  receive  a 
portion  of  the  credit  if  they  work  more  than  two  consecutive  years  in  the 
area.   Certified  nurse-mid  wives,  nurse  practitioners,  and  physician  assistants 
who  work  in  health  professional  shortage  areas  can  receive  a  nonrefundable 
tax  credit  of  $500  per  month  for  up  to  60  months,  subject  to  the  same 
restrictions  as  physicians  (Section  7801). 
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Third,  physicians  who  woric  in  areas  designated  as  being  short  of  health 
professionals  may  be  allowed  to  expense  an  additional  $10,000  of  medical 
equipment  purchases  in  a  year,  in  addition  to  the  $17,000  already  permitted 
under  current  law. 
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1  (j)  Clinician  Visit. — ^For  purposes  of  this  section, 

2  the  term  "clinician  visit"  includes  the  following  health  pro- 

3  fessional  services  (as  defined  in  section  1112(c)): 

4  (1)  A  complete  medical  histoiy. 

5  (2)  An  appropriate  physical  examination. 

6  (3)  Risk  assessment. 

7  (4)  Targeted  health  advice  and  counseling,  in- 

8  eluding  nutrition  counseling. 

9  (5)  The  administration  of  age-appropriate  im- 

10  munizations  and  tests  specified  in  subsections  (b) 

11  through  (h). 

12  (k)  Immunizations  and  Tests  Not  Administered 

13  During  Clinician  Visit. — Notwithstanding  subsection 

14  (i)(5),  the  clinical  preventive  services  described  in  this  sec- 

15  tion  include  an  immimization  or  test  described  in  this  sec- 

16  tion  that  is  administered  to  an  individual  consistent  with 

17  any  periodicity  schedule  for  the  immunization  or  test  dur- 

18  ing  the  age  range  specified  for  the  immunization  or  test, 

19  and  any  administration  fee  for  such  immunization  or  test, 

20  even  if  the  inmiunization  or  test  is  not  administered  dur- 

21  ing  a  cUnician  visit. 

22  SEC.  Ills.  MENTAL  ILLNESS  AND  SUBSTANCE  ABUSE  SERV- 

23  ICES. 

24  (a)  Coverage. — The  mental  illness  and  substance 

25  abuse  services  that  are  described  in  this  section  are  the 


62 


Title  I,  SMbtiOe  B 
47 

1  following  items  and  services  for  eligible  individuals,  as  de- 

2  fined  in  section  1001(c),  who  satisfy  the  eligibility  require- 

3  ments  in  subsection  (b): 

4  (1)  Inpatient  and  residential  mental  illness  and 

5  substance  abuse  treatment  (described  in  subsection 

6  (c)). 

7  (2)  Intensive  nonresidential  mental  illness  and 
g  substance  abuse  treatment  (described  in  subsection 
9  (d)). 

10  (3)   Outpatient  mental   illness   and   substance 

11  abuse  treatment  (described  in  subsection  (e)),  in- 

12  eluding  case  management,  screening  and  assessment, 

13  crisis  services,  and  collateral  services. 

14  (b)   ELlGroilJTY. — The  eligibility  requirements  re- 

15  ferred  to  in  subsection  (a)  are  as  follows: 

16  (1)  Inpatient,               residential, 

17  nonresidential,  and  outpatient  treatment. — 

18  An  eUgible  individual  is  eligible  to  receive  coverage 

19  for  inpatient  and  residential  mental  illness  and  sub- 

20  stance    abuse    treatment,    intensive    nonresidential 

21  mental  illness  and  substance  abuse  treatment,  or 

22  outpatient  mental  iUness  and  substance  abuse  treat- 

23  ment  (except  case  management  and  collateral  serv- 

24  ices)  if  the  individual — 
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1  (A)  has,  or  has  had  during  the  1-year  pe- 

2  riod  preceding  the  date  of  sach  treatment,  a 

3  diagnosable  mental  disorder  or  a  diagnosable 

4  substance  abuse  disorder;  and 

5  (B)  is  experiencing,  or  is  at  significant  risk 

6  of  e3q>eriencing,  functional  impairment  in  fam- 

7  ily,  work,  school,  or  community  activities. 

8  For  purposes  of  this  paragraph,  an  individual  who 

9  has  a  diagnosable  mental  disorder  or  a  diagnosable 

10  substance  abuse  disorder,  is  receiving  treatment  for 

1 1  such  disorder,  but  does  not  satisfy  the  functional  im- 

12  pairment  criterion   in   subparagraph    (B)    shall   be 

13  treated  as  satisfying  such  criterion  if  the  individual 

14  would  satisfy  such  criterion  without  such  treatment. 

15  (2)  Case  management. — ^An  eligible  individual 

16  is  eligible  to  receive  coverage  for  case  management 

17  if— 

18  (A)  a  health  professional  designated  by  the 

19  health  plan  in  which  the  individual  is  enrolled 

20  determines  that  the  individual  should  receive 

21  such  services;  and 

22  (B)  the  individual  is  eligible  to  receive  cov- 

23  erage  for,  and  is  receiving,  outpatient  mental 

24  illness  and  substance  abuse  treatment  with  re- 
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1  spect  to  a  diagnosable  mental  disorder  or  a 

2  diagnosable  substance  abuse  disorder. 

3  (3)   SCREENINO  AND  ASSESSMENT  AND  CRISIS 

4  SERVICES. — All  eligible  individuals  enrolled  under  a 

5  health  plan  are  eligible  to  receive  coverage  for  out- 

6  patient  mental  illness  and  substance  abuse  treat- 

7  ment  consisting  of  screening  and  assessment  and 

8  crisis  services. 

9  (4)  C!OLLiATERAL  SERVICES. — An  eligible  indi- 

10  vidual  is  eligible  to  receive  coverage  for  outpatient 

11  mental  illness  and  substance  abuse  treatment  con- 

12  sisting  of  collateral  services  if  the  individual  is  a 

13  family  member  (described  in  section  1011(b))  of  an 

14  individual  who  is  receiving  inpatient  and  residential 

15  mental  illness  and  substance  abuse  treatment,  inten- 

16  sive   nonresidential   mental    illness    and    substance 

17  abuse  treatment,  or  outpatient  mental  illness  and 

18  substance  abuse  treatment. 

19  (c)  Inpatient  and  Residential  Treatment. — 

20  (1)  Definition. — ^For  purposes  of  this  subtitle, 

21  the  term  "inpatient  and  residential  mental  illness 

22  and  substance  abuse  treatment"  means  the  items 

23  and  services  described  in  paragraphs  (1)  through  (3) 

24  of  section  1861(b)  of  the  Social  Security  Act  when 


65 


TiOe/,  BttbtiOe  B 

50 

1  provided  with  respect  to  a  diagnosable  mental  dis- 

2  order  or  a  diagnosable  substance  abuse  disorder  to — 

3  (A)  an  inpatient  of  a  hospital,  psychiatric 

4  hospital,  residential  treatment  center,  residen- 

5  tial  detoxification  center,  crisis  residential  pro- 

6  gram,  or  mental  illness  residential  treatment 

7  program;  or 

8  (B)  a  resident  of  a  therapeutic  family  or 

9  group  treatment  home  or  community  residential 

10  treatment  and  recoveiy  center  for  substance 

11  abuse. 

12  The    National    Health    Board    shall    specify   those 

13  health  professional  services  described  in  section  1112 

14  that  shall  be  treated  as  inpatient  and  residential 

15  mental  illness  and  substance  abuse  treatment  when 

16  provided  to  such  an  inpatient  or  resident. 

17  (2)  Limitations. — Coverage  for  inpatient  and 

18  residential  mental  illness  and  substance  abuse  treat- 

19  ment  is  subject  to  the  following  limitations: 

20  (A)     Residential     mental     illness 

21  TREATMENT. — Such  treatment,  when  provided 

22  with  respect  to  a  diagnosable  mental  disorder  in 

23  a  setting  that  is  not  a  hospital  or  a  psychiatric 

24  hospital,  is  covered  only  to  avert  the  need  for, 

25  or  as  an  alternative  to,  treatment  in  a  hospital 
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1  or  a  psychiatric  hoq[>ital,  as  determined  by  a 

2  health  professioiial   designated  by  the  health 

3  plan  in  ^^ch  the  individual  receiving  such 

4  treatment  is  enrolled. 

5  (B)     Besidential    substance    abuse 

6  TBEATHENT. — Such  treatment,  v^en  provided 

7  with  respect  to  a  diagnosable  substance  abuse 

8  disorder  in  a  setting  that  is  not  a  hospital  or 

9  a  psychiatric  hospital,   is   covered   onty  if  a 

10  health  professional  designated  by  the  health 

11  plan   in  vi^ch  the   individual   receiving  such 

12  treatment  is  enrolled  determines  0>ased  on  cri- 

13  teria  that  the  plan  may  choose  to  employ)  that 

14  the  individual  should  receive  such  treatment. 

15  (C)  Least  restrictive  ctstting. — Such 

16  treatment  is  covered  only  when — 

17  (i)  provided  to  an  individual  in  the 

18  least  restrictive  iiq)atient  or  residential  set- 

19  ting  that  is  effective  and  appropriate  for 

20  the  individual;  and 

21  (ii)        less       restrictive        intensive 

22  nonresidential    or    outpatient    treatment 

23  would  be  inefTective  or  inappropriate. 

24  (D)  Annual  limit.— Prior  to  Januaiy  1, 

25  2001,  such  treatment  is  subject  to  an  aggregate 
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1  annual  limit  of  30  days.  A  maximum  of  30  ad- 

2  ditdonal  days  of  such  treatment  shall  be  covered 

3  for  an  individual  if  a  health  professional  des- 

4  ignated  by  the  health  plan  in  which  the  individ- 

5  ual  is  enrolled  determines  in  advance  that — 

6  (i)  the  individual  poses  a  threat  to  his 

7  or  her  own  life  or  the  life  of  another  indi- 

8  vidual;  or 

9  (ii)  the  medical  condition  of  the  indi- 

10  vidual  requires  inpatient  treatment  in  a 

11  hospital  or  a  psychiatric  hospital  in  order 

12  to    initiate,    change,    or    ac[just   pharma- 

13  cological  or  somatic  therapy. 

14  (E)    Inpatient    hospital    treatment 

15  FOR     SUBSTANCE     ABUSE. — Such     treatment, 

16  when  provided  in  a  hospital  or  a  p^chiatric 

17  hospital  with  respect  to  a  diagnosable  substance 

18  abuse  disorder,  is  covered  under  this  section 

19  only  for  detoxification  requiring  the  manage- 

20  ment  of  psfychiatric  conditions  associated  with 

21  withdrawal  from  alcohol  or  drugs.  The  items 

22  and  services  described  in  this  section  do  not  in- 

23  elude  medical  detoxification  as  required  for  the 

24  management  of  medical  conditions  associated 
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1  with  withdrawal  from  alcohol  or  drugs  (which  is 

2  covered  under  section  1111). 

3  (d)  Intensive  NoNREsroENTiAL  Treatment. — 

4  (1)  Depdotion. — ^For  purposes  of  this  subtitle, 

5  the  term  "intensive  nonresidential  mental  illness  and 

6  substance   abuse   treatment"   means   diagnostic   or 

7  therapeutic  items  or  services  provided  with  respect 

8  to  a  diagnosable  mental  disorder  or  a  diagnosable 

9  substance  abuse  disorder  to  an  individual — 

10  (A)  participating  in  a  partial  hospitaliza- 

11  tion  program,  a  day  treatment  program,  a  p^- 

12  chiatric  rehabilitation  program,  or  an  ambula- 

13  tory  detoxification  program;  or 

14  (B)    receiving  home-based   mental   illness 

15  services  or  behavioral  aide  mental  illness  serv- 

16  ices. 

r 

17  The   National   Health   Board   shall    specify  those 

18  health  professional  services  described  in  section  1112 

19  that  shall  be  treated  as  intensive  nonresidential  men- 

20  tal  illness  and  substance  abuse  treatment  when  pro- 

21  vided  to  such  an  individual. 

22  (2)     Limitations. — Coverage     for     intensive 

23  nonresidential  mental  illness  and  substance  abuse 

24  treatment  is  subject  to  the  following  limitations: 
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1  (A)  Discretion  of  plan. — An  individual 

2  shall  receive  coverage  for  such  treatment  if  a 

3  health  professional   designated  by  the   health 

4  plan  in  which  the  individual  is  enrolled  deter- 

5  mines   (based  on  criteria  that  the  plan  may 

6  choose  to  employ)  that  the  individual  should  re- 

7  ceive  such  treatment. 

8  (B)  Treatment  purposes. — Such  treat- 

9  ment  is  covered  only  when  provided — 

10  (i)  to  avert  the  need  for,  or  as  an  al- 

1 1  temative  to,  treatment  in  residential  or  in- 

12  patient  settings; 

13  (ii)  to  facilitate  the  earlier  discharge 

14  of  an  individual  receiving  inpatient  or  resi- 

15  dential  care; 

16  (iii)  to  restore  the  functioning  of  an 

17  individual  with  a  diagnosable  mental  dis- 

18  order  or  a  diagnosable  substance   abuse 

19  disorder;  or 

20  (iv)  to  assist  such  an  individual  to  de- 

21  velop  the  skills  and  gain  access  to  the  sup- 

22  port    services    the    individual    needs    to 

23  achieve  the  maximum  level  of  functioning 

24  of  the  individual  within  the  community. 

25  (C)  Annual  limit. — 
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1  (i)  In  general. — ^Prior  to  Januaiy  1, 

2  2001,  the  number  of  covered  days  of  inpa- 

3  tient  and  residential   mental   illness   and 

4  substance  abuse  treatment  that  are  avail- 

5  able  to  an  individual  under  the   30-day 

6  limit  described  in  the  first  sentence  of  sub- 

7  section  (c)(2)(D)  shall  be  reduced  by  1  day 

8  for    each    2    covered    days    of    intensive 

9  nonresidential  mental  illness  and  substance 

10  abuse  treatment  that  are  provided  to  the 

11  individual,  until  such  number  is  reduced  to 

12  zero. 

13  (ii)    Additional    days. — ^After    the 

14  number   of  covered   days   referred   to   in 

15  clause  (i)  has  been  reduced  to  zero  with  re- 

16  spect  to  an  individual,  the  individual  shall 

17  receive  coverage  for  a  maximum  of  60  days 

18  of  intensive  nonresidential  mental  illness 

19  and  substance  abuse  treatment  if  a  health 

20  professional  designated  by  the  health  plan 

21  in  vMeh  the  individual  is  enrolled  deter- 

22  mines  that  the  individual  should  receive 

23  such  treatment. 

24  (D)  Detoxification. — ^Intensive 

25  nonresidential    mental    illness    and    substance 
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1  abuse  treatment  consisting  of  detoxification  is 

2  covered  only  if  it  is  provided  in  the  context  of 

3  a  treatment  program. 

4  (E)  Out-of-pocket  maximum. — ^Prior  to 

5  Januaiy     1,     2001,     expenses     for    intensive 

6  nonresidential    mental    illness    and    substance 

7  abuse  treatment  that  an  individual  incurs  prior 

8  to  satisfying  a  deductible  applicable  to  such 

9  treatment,    and    copayments    and    coinsurance 

10  paid  l^  or  on  behalf  of  the  individual  for  such 

11  treatment,  may  not  be  apphed  toward  any  an- 

12  nual  out-of-pocket  limit  on  cost  sharing  under 

13  any  cost  sharing  schedule  described  in  part  3  of 

14  this  subtitle  if  such  treatment  is  provided — 

15  (i)  with  respect  to  a  diagnosable  sub- 

16  stance  abuse  disorder;  or 

17  (ii)  pursuant  to  subparagraph  (C)(ii). 

18  (e)  Outpatient  Treatment. — 

19  (1)  Definition. — ^For  purposes  of  this  subtitle, 

20  the  term  "outpatient  mental  illness  and  substance 

21  abuse  treatment"  means  the  following  services  pro- 

22  vided  with  respect  to  a  diagnosable  mental  disorder 

23  or  a  diagnosable  substance  abuse  disorder  in  an  out- 

24  patient  setting: 

25  (A)  Screening  and  assessment. 
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1  (B)  Diagnosis. 

2  (C)  Medical  management. 

3  (D)  Substance  abuse  counseling  and  re- 

4  \apae  prevention. 

5  (E)  Crisis  services. 

5  (F)  Somatic  treatment  services. 

7  (G)  Psychotherapy. 

g  (H)  Case  management. 

9  (I)  Collateral  services. 

10  (2)    Limitations. — Coverage    for    outpatient 

11  mental  illness  and  substance  abuse  treatment  is  sub- 

12  ject  to  the  following  limitations: 

13  (A)  Health  professional  services. — 

14  Such  treatment  is  covered  only  when  it  con- 

15  stitutes  health  professional  services  (as  defined 

16  in  section  1112(c)(2)). 

17  (B)  Discretion  op  plan.^Au  individual 

18  shall  receive  coverage  for  outpatient  mental  ill- 

19  ness  and  substance  abuse  treatment  consisting 

20  of  substance  abuse  counseling  and  relapse  pre- 

21  vention  if  a  health  professional  designated  by 

22  the  health  plan  in  which  the  individual  is  en- 

23  rolled  determines  (based  on  criteria  that  the 

24  plan  may  choose  to  employ)  that  the  individual 

25  should  receive  such  treatment.  This  subpara- 
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1  graph  does  not  apply  to  group  therapy  covered 

2  pursuant  to  subparagraph  (C)(ii)(n). 

3  (C)  Annual  umits. — 

4  (i)    Psychotherapy   and   collat- 

5  ERAL    SERVICES. — ^Prior    to    Januaiy    1, 

6  2001,  psychotherapy  and  collateral  services 

7  are  subgect  to  an  aggregate  annual  limit  of 

8  30  visits  per  individual.  Additional  visits 

9  may  be  covered,  at  the  discretion  of  the 

10  health  plan  in  which  the  individual  receiv- 

11  ing  treatment  is  enrolled,  to  prevent  hos- 

12  pitalization  or  to  facilitate  earher  hospital 

13  release,  for  which  the  number  of  covered 

14  days  of  inpatient  and  residential  mental  ill- 

15  ness  and  substance  abuse  treatment  that 

16  are  available  to  an  individual  under  the  30- 

17  day  limit  described  in  the  first  sentence  of 

18  subsection  (c)(2)(D)  shall  be  reduced  by  1 

19  day  for  each  4  visits.  After  such  number 

20  has  been  reduced  to  zero,  no  additional  vis- 

21  its  under  the  preceding  sentence  may  be 

22  covered. 

23  (ii)  Substance  abuse  counseuno 

24  and  relapse  prevention. — 
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1  (I)  In  general. — ^Except  as  pro- 

2  vided  in  sobdaose  (11),  the  number  of 

3  covered  days  of  inpatient  and  residen- 

4  tial    mental    illness    and    sabstance 

5  abuse  treatment  that  are  available  to 

6  an  individual  under  the  30-day  limit 

7  described  in  the  first  sentence  of  sub- 

8  section  (c)(2)(D)  shall  be  reduced  by 

9  1  day  for  each  4  visits  for  substance 

10  abuse  counseling  and  relapse  preven- 

11  tion  that  are  covered  for  the  individ- 

12  ual  under  subparagraph   (B).   After 

13  such   number   has   been   reduced   to 

14  zero,   no  visits  for  substance  abuse 

15  counseling  and  relapse  prevention  may 

16  be    covered,    except    as    provided   in 

17  subclause  (11). 

18  (n)  Group  therapy. — ^Prior  to 

19  Januaiy    1,    2001,    substance   abuse 

20  counseling  and  relapse  prevention  con- 

21  sisting  of  group  therapy  is  subject  to 

22  a  separate  aggregate  annual  limit  of 

23  30  visits,  if  such  therapy  occurs  with- 

24  in  12  months  after  the  individual  has 

25  received,  with  respect  to  a  diagnosable 
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1  substance    abuse    disorder,    inpatient 

2  and  residential  mental  illness  and  sub- 

3  stance  abuse  treatment  or  intensive 

4  nonresidential  mental  illness  and  sub- 

5  stance   abase   treatment.    The   provi- 

6  sions  of  clause  (i)  and  subclause  (I) 

7  do  not  apply  to  therapy  that  is  de- 

8  scribed  in  the  preceding  sentence. 

9  (D)  Detoxification. — Outpatient  mental 

10  illness  and  substance  abuse  treatment  consist- 

1 1  ing  of  detoxification  is  covered  only  if  it  is  pro- 

12  vided  in  the  context  of  a  treatment  program. 

13  (E)  OUT-OP-POCKET  MAXIMUM. — Prior  to 

14  January  1,  2001,  expenses  for  outpatient  men- 

15  tal  illness  and  substance  abuse  treatment  that 

16  an  individual  incurs  prior  to  satisfying  a  de- 

17  ductible    applicable    to    such    treatment,    and 

18  copayments  and  coinsurance  paid  by  or  on  be- 

19  half  of  the  individual  for  such  treatment,  miay 

20  not  be  appUed  toward  any  annual  out-of-pocket 

21  limit  on  cost  sharing  under  any  cost  sharing 

22  schedule  described  in  part  3  of  this  subtitle. 

23  (f)  Other  Definitions. — For  purposes  of  this  sub- 

24  title: 
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1  (1)  Case  management. — ^The  term  "case  man- 

2  agement"  means  services  that  assist  individuals  in 

3  gaining  access  to  needed  medical,  social,  educational, 

4  and  other  services. 

5  (2)     DiAONOSABLE     MENTAL     DISORDER     AND 

6  DIAGNOSABLE   SUBSTANCE  ABUSE   DISORDER. — The 

7  terms       "diagnosable      mental      disorder"       and 

8  "diagnosable  substance  abuse  disorder"  mean  a  dis- 

9  order  that — 

10  (A)  is  Usted  in  the  Diagnostic  and  Statis- 

11  tical  Manual  of  Mental  Disorders,  Third  Edi- 

12  tion,  Revised  or  a  revised  version  of  such  man- 

13  ual  (except  V  Codes  for  Conditions  Not  Attrib- 

14  utable  to  a  Mental  Disorder  That  Are  a  Focus 

15  of  Attention  or  Treatment); 

16  (B)   is  the  equivalent  of  a  disorder  de- 

17  scribed  in  subparagraph  (A),  but  is  listed  in  the 

18  International  Classification  of  Diseases,  9th  Re- 

19  vision.  Clinical  Modification,  Third  Edition  or  a 

20  revised  version  of  such  text;  or 

21  (C)  is  listed  in  any  authoritative  text  speci- 

22  fying  diagnostic  criteria  for  mental  disorders  or 

23  substance  abuse  disorders  that  is  identified  by 

24  the  National  Health  Board. 
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1  (3)  Psychiatric  hospital.— The  term  "p^- 

2  chiatric  hospital"  has  the  meaning  given  such  term 

3  in  section  1861(f)  of  the  Social  Security  Act,  except 

4  that  such  term  shall  include — 

5  (A)  in  the  case  of  an  item  or  service  pro- 

6  vided  to  an  individual  whose  applicable  health 

7  plan  is  specified  pursuant  to  section  1004(b)(1), 

8  a  facility  of  the  uniformed  services  under  title 

9  10,  United  States  Code,  that  is  engaged  in  pro- 

10  viding  services  to  inpatients  that  are  equivalent 

11  to  the  services  provided  by  a  psychiatric  hos- 

12  pital; 

13  (B)  in  the  case  of  an  item  or  service  pro- 

14  vided  to  an  individual  whose  applicable  health 

15  plan  is  specified  pursuant  to  section  1004(b)(2), 

16  a  facility  operated  by  the  Department  of  Veter- 

17  ans  Affairs  that  is  engaged  in  providing  services 

18  to  inpatients  that  are  equivalent  to  the  services 

19  provided  by  a  psychiatric  hospital;  and 

20  (C)  in  the  case  of  an  item  or  service  pro- 

21  vided  to  an  individual  whose  appUcable  health 

22  plan  is  specified  pursuant  to  section  1004(b)(3), 

23  a  facility  operated  by  the  Indian  Health  Service 

24  that  is  engaged  in  providing  services  to  inpa- 
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1  tdents  that  are  equivalent  to  the  services  pro- 

2  vided  by  a  psychiatric  hospital. 

3  SEC.   1116.  FAMILT  PLANNING  SERVICES  AND  SERVICES 

4  FOR  PREGNANT  WOMEN. 

5  The  services  described  in  this  section  are  the  follow- 

6  ing  items  and  services: 

7  (1)  Voluntary  family  planning  services. 

8  (2)  Contraceptive  devices  that — 

9  (A)  may  only  be  dispensed  upon  prescrip- 

10  tion;  and 

11  (B)  are  subject  to  approval  by  the  Sec- 

12  retaiy  of  Health  and  Human  Services  under  the 

13  Federal  Food,  Drug,  and  Cosmetic  Act. 

14  (3)  Services  for  pregnant  women. 

15  SEC.  1117.  HOSPICE  CARE. 

16  The  hospice  care  described  in  this  section  is  the  items 

17  and    services    described    in    paragraph    (1)    of    section 

18  1861(dd)  of  the  Social  Security  Act,  as  defined  in  para- 

19  graphs  (2),  (3),  and  (4)(A)  of  such  section  (with  the  ex- 

20  ception  of  paragraph  (2)(A)(iii)),  except  that  all  references 

21  to  the  Secretary  of  Health  and  Human  Services  in  such 

22  paragraphs  shall  be  treated  as  references  to  the  National 

23  Health  Board. 
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Chairman  Rangel.  Let  me  have  Herbert  Pardes,  Dr.  Pardes, 
who  is  vice  president  of  Health  Sciences  and  the  dean  of  medicine 
at  Columbia,  and  Dr.  Healton,  who  would  be  with  him  who  is  the 
associate  dean,  School  of  Public  Health,  and  I  would  like  to  say 
that  between  Harlem  Hospital  and  Columbia  that  you  made  a 
great  contribution  toward  laying  out  the  problems  that  we  have  in 
central  Harlem,  and  some  of  the  solutions,  and  I  was  pleased  to 
hear  that  Dr.  Lee  thought  that  it  has  gone  a  long  way  in  trying 
to  assist  us  in  finding  some  solutions. 

Unfortimately,  I  have  said  that  if  there  is  any  kind  of  a  problem 
that  deals  with  the  poor,  we  have  it  at  Harlem  Hospital.  We  do 
have  an  outstanding  international  university  as  partners  in  trying 
to  find  some  answers  to  these  things.  Naturallv,  this  is  the  first  op- 
portunitv  that  we  get  to  show  our  failure  and  success  record  with 
a  great  hospital  and  a  great  teaching  hospital  and  a  great  univer- 
sity system,  so  I  hope  as  you  have  heard,  what  we  just  went 
through  that  you  might  come  forward  with  some  ideas  as  to  where 
we  can  find  the  people  that  may  not  have  the  answers,  but  they 
know  the  problem.  I  just  can't  see  if  you  brought  a  guy  in  with  tu- 
berculosis and  you  cured  him  at  Harlem  Hospital  with  all  of  the 
advanced  research  that  you  have  had  at  Columbia  and  then  after 
he  is  cured  you  put  him  out  in  the  snow  with  no  clothes  on  that 
you — and  that  is  that. 

And  with  some  of  these  things  our  biggest  problem  wasn't  having 
access,  you  know.  We  always  had  the^ospital,  so  why  don't  you 
start  with  your  testimony. 

As  with  all  of  our  witnesses,  your  written  testimony  will  be  in 
the  record  without  objection,  and  then  you  can  either  read  it  or 
highlight  it  or  present  it  any  way  that  you  feel  comfortable.  Thank 
both  of  you  for  being  here. 

STATEMENTS  OF  HERBERT  PARDES,  MJ).,  VICE  PRESIDENT, 
HEALTH  SCIENCES,  AND  DEAN,  FACULTY  OF  MEDICINE, 
COLUMBIA  UNIVERSITY,  NEW  YORK,  N.Y.,  AND  CHERYL 
HEALTON,  PHX)^  ASSOCIATE  DEAN,  SCHOOL  OF  PUBLIC 
HEALTH 

Dr.  Pardes.  Well,  thank  you  very  much,  Mr.  Rangel.  I  want  to 
emphasize  that  it  is  a  particular  pleasure  for  us  to  appear  before 
this  committee  and  particularly  before  you.  We  are  proud  and  for- 
timate  to  have  you  as  our  representative,  and  your  leadership  in 
the  area  of  health,  in  the  area  of  concern  for  citizens,  in  the  area 
of  substance  abuse  and  so  many  other  issues  is,  I  think,  a  model 
for  the  Nation. 

I  am,  as  you  have  mentioned,  dean  and  vice  president  of  health 
sciences  at  Columbia.  I  had  been  in  the  Grovemment  here  so  I  have 
some  sense  of  Grovemment  work,  having  been  Director  of  NIMH 
and  formerly  Assistant  Surgeon  General,  and  I  am  delighted  that 
I  have  Dr.  Cheryl  Healton,  who  is  associate  dean  of  the  Columbia 
School  of  Public  Health  with  me. 

I  want  to  emphasize  several  points.  Number  one,  we  applaud 
many  of  the  goals  and  intentions  of  the  new  Health  Reform  Act. 
The  notion  of  having  broad  benefits,  of  making  sure  everybody  is 
covered  is  from  our  vantage  point  an  issue  that  is  long  overdue. 
The  notion  of  reducing  administration  and  making  the  delivery  of 
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health  care  more  humanly  manageable  for  providers  is  also  critical. 
The  notion  of  a  seamless  system  in  which  one  protects  people  from 
being  in  the  danger  of  having  no  health  insurance  and  a  major  cri- 
sis is  all  commendable. 

We  want  to  be,  however,  sensitive  to  the  enormous  complexity  of 
the  needs  of  citizens  of  large  cities.  Just  as  you  said  a  moment  ago 
it  is  not  just  giving  the  health  care  in  the  hospital,  we  have  to  look 
at  the  whole  web  of  social  and  economic  forces  within  which  any 
health  care  problem  arises,  and  within  which  health  care  is  deliv- 
ered, and  in  addition  we  want  to  emphasize  a  third  point  here,  the 
critical  role  of  essential  providers  such  as  public  hospitals  and  aca- 
demic health  centers. 

They  have  to  be  sustained  in  order  that  we  may  bring  the  best 
of  care  ultimately,  which  is  what  we  should  do,  to  all  the  citizens 
of  this  country.  We  have  not  had  the  opportunity  to  digest  fully 
this  very  large  and  complex  plan.  There  are  aspects  of  the  plan 
which  we  feel  should  be  helpful  to  our  citizens  as  well  as  safe- 
guards that  need  to  be  considered  when  a  final  plan  is  passed. 

I  guess  we  all  assume  that  the  plan  is  here  for  discussion  and 
how  the  Congress  will  ultimately  deal  with  it,  the  administration, 
is  something  we  will  have  to  wait  and  see.  Some  of  our  comments 
are  taken  from  our  urban  health  conference  held  at  the  Harlem 
Hospital  Center  in  June  with  you,  Congressman  Rangel,  and  from 
a  subsequent  briefing  we  held  in  Washington  in  October. 

Columbia  is  an  academic  health  center.  It  has  a  long-standing  af- 
filiation with  Harlem  Hospital  Center  which  is  a  distinguished  na- 
tional significant  hospital,  an  affiliation  that  has  assisted  in  train- 
ing minority  physicians  and  other  physicians  in  the  delivery  of  care 
in  the  urban  setting.  I  would  like  to  particularly  make  some  com- 
ments on  the  overriding  problems  in  inner  cities  and  the  health 
status  of  inner-city  residents  which  I  think  are  resonant  with  some 
of  the  thrust  of  your  comments. 

The  most  striking  indication  of  health  status  of  any  community 
is  its  death  rate.  Between  1985  and  1988,  while  New  York  City 
residents  died  at  the  same  rate  as  the  U.S.  population,  individuals 
in  Harlem  died  at  one  and  one  half  times  that  rate.  For  inner-city 
residents  higher  than  expected  death  rates  and  shortened  life 
expectancies  are  partly  related  to  drug  abuse,  to  AIDS,  to  tuber- 
culosis, to  homicide,  to  alcohol.  But  the  high  rates  of  excess  mortal- 
ity from  the  common  killers — heart  disease,  cancer,  stroke — indi- 
cate that  the  health  care  job  is  not  being  done  in  terms  of  primary 
prevention.  This  is  not  new. 

Drs.  Colin  McCord  and  Harold  Freeman  noted  in  the  New  Eng- 
land Journal  of  Medicine  in  1990  that  a  black  male  growing  up  in 
Harlem  has  less  of  a  chance  of  reaching  age  65  than  a  male  grow- 
ing up  in  the  Third  World  country  of  Bangladesh.  This  fact  and 
other  health  problems  are  also  reflected  in  higher  infant  mortality 
rates.  Disease  and  illness  are  strongly  influenced  by  socioeconomic 
factors.  I  think  that  is  a  critical  precept  for  any  health  care  change. 

Here  Harlem  is  prototypic  of  underserved  urban  America. 
Central  Harlem  is  one  of  the  most  impoverished  areas  in  the 
Nation,  and  stark  poverty  is  related  to  and  compounded  by  unem- 
ployment, poor  housing,  homelessness,  poor  nutrition,  crime,  vio- 
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lence,  and  poor  education.  Drug  abuse  is  an  example  of  the  problem 
that  is  central  to  so  many  others. 

Beyond  killing  people,  drug  abuse  is  directly  related  to  AIDS,  TB, 
child  abuse,  spouse  abuse,  premature  births,  crime  and  violence.  It 
is  a  leading  cause  of  death  among  25-  to  44-year-olds  in  Harlem, 
and  I  might  say  that  my  own  concern  about  drug  abuse,  having 
worked  in  this  field  for  a  while,  caused  me  to  recruit  Dr.  Herbert 
Kleber,  Dr.  Marion  Fishman  and  also  to  invite  Mr.  Califano  to  set 
up  the  center  at  CASA  which  is  designed  to  try  to  give  some  of  the 
authoritative  information  that  you  very  justifiably  want  to  hear 
about.  But  deaths  don't  tell  the  whole  story  about  health  status. 
There  are  much  larger  numbers  of  individuals  who  are  afflicted 
with  illnesses,  disabled  and  need  care. 

These  wide  ranging  problems  place  burdens  on  providers  of  care 
in  the  inner  cities.  We  must  recognize  that  this  is  true  for  both  in- 
dividual practitioners  and  institutions.  We  know  that  we  need  more 
primary  care  doctors.  We  also  know  that  we  need  to  support  them, 
to  reimburse  them,  to  provide  a  system  in  which  they  can  fiinction 
effectively.  The  complexities  of  care  place  large  burdens  on  inner- 
city  hospitals,  both  public  and  private. 

The  president  of  the  National  Association  of  Public  Hospitals  has 
indicated  that  their  72  members  averaged  260,000  emergency  room 
and  outpatient  visits,  and  18,000  admissions  in  1990,  over  10  times 
the  volume  of  the  average  American  hospital.  In  addition,  many 
private  hospitals  are  serving  as  SEifety  net  hospitals  and  in  New 
York  City  according  to  Mr.  Raske  they  provided  $2.5  billion  in  un- 
compensated care  with  losses  in  the  millions  of  dollars. 

Academic  health  centers  are  particularly  heavily  involved,  pro- 
viding care,  teaching  and  research.  The  287  members  of  the  hos- 
pital part  of  the  AAMC,  the  American  Association  of  Medical 
Colleges,  absorbed  50  percent  of  the  charity  care  in  this  country. 
For  the  patients  seen  at  Columbia  and  Presbyterian  Hospital, 
reimbursement  is  obtained  in  the  following  way:  30  percent  by 
Medicaid,  35  percent  by  Medicare,  10  percent  self-pay. 

Academic  centers  and  teaching  hospitals  such  as  Harlem  Hos- 
pital Center  provide  a  tremendous  amount  of  care  to  the  under- 
served  in  our  Nation.  In  fact,  120  major  teaching  hospitals  across 
the  Nation  provide  billions  in  charity  care  each  year.  These  hos- 
pitals also  train  our  future  physicians.  These  centers  are  critical 
and  must  be  maintained  in  urban  settings  so  that  patients  can  con- 
tinue to  benefit  from  the  cross-fertilization  of  all  the  hospitals  and 
the  medical  schools. 

What  really  should  be  our  goal  is  to  bring  the  best  of  care  to  all 
the  citizens.  In  examining  proposals  for  change,  we  also  must  in- 
crease cost-effectiveness,  not  simply  save  costs.  Technologies  which 
may  in  the  early  stages  cost  us  a  little  more  may  enable  us  to  iden- 
tify ways  to  save  costs  with  new  pharmaceutical  and  other  treat- 
ment interventions. 

In  the  underserved  urban  areas,  access  to  care  has  often  borne 
an  inverse  relationship  to  need.  The  Nation's  teaching  and  public 
hospitals  have  long  served  as  a  refuge  for  the  poor  years  before  the 
landmark  passage  of  Medicaid  gave  the  poor  entree  to  the  system. 
The  academic  health  centers  continue  to  have  a  vital  role  to  play 
as  the  government's  central  medical  research  partner,  as  centers 
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for  the  demonstration  of  innovative  approaches  to  health  care  deHv- 
ery,  as  checkers  on  the  community  health  level,  and  as  direct  pro- 
viders through  the  proposed  health  alliances. 

We  should  all  bear  in  mind  as  we  reconfigure  our  health  system 
that  the  United  States  leads  the  world  in  medical  research  ad- 
vances. Not  unlike  the  role  our  national  defense  system  plays  for 
many  nations  of  the  world,  our  medical  research  apparatus  has 
provided  and  will  continue  to  provide  the  intellectual  foundation  for 
much  of  the  world's  health  care,  so  the  costs  we  incur  here  reap 
dividends  for  the  entire  population  of  the  world. 

We  must  also  be  aware  of  the  fact  that  today's  high  technology 
or  experimental  intervention  often  becomes  tomorrow's  primary 
care.  For  example,  our  relentless  search  for  a  cure  for  AIDS,  and 
I  might  sav  that  there  have  been  three  or  four  discoveries  at 
Columbia  alone  which  have  added  to  our  understanding  of  the  way 
the  AIDS  virus  works,  but  that  work  moved  forward  within  the 
context  of  the  delivery  of  multiple,  highly  complex  treatment  inter- 
ventions for  those  currently  affected,  yet  when  an  effective  vaccine 
is  discovered,  AIDS  as  we  know  it  may  join  the  ranks  of  other 
vaccine-preventable  diseases,  and  that  is  what  we  would  like  to 
accomplish. 

Everybody  could  then  be  vaccinated  through  this  low-cost  ap- 
proach. So  to  improve  our  primary  care  system  at  the  expense  of 
medical  research  would  be  dangerous  and  what  we  have  got  to  do 
is  both  improve  the  primary  care  system  and  sustain  the  best  of 
medicine.  I  might  mention  that  Bud  Relman,  one  of  the  distin- 
guished doctors  in  this  country,  made,  I  think,  the  very  apt  point 
that  if  we  don't  continue  to  support  academic  medicine  and  bio- 
medical research,  the  medicine  of  the  21st  century  will  be  the  med- 
icine we  are  practicing  in  the  20th  century. 

I  would  now  like  to  ask  my  colleague  from  the  school  of  public 
health,  and  we  are  concerned  about  the  interaction  between  public 
health  and  personal  health.  I  would  like  to  ask  my  colleague.  Dean 
Healton,  to  now  add  some  comments. 

Ms.  Healton.  Thank  you.  Congressman  Rangel.  I  note  that  you 
are  all  familiar  with  the  conference  that  Columbia  convened  and 
the  press  conference  that  recently  occurred  in  Washington  during 
which  our  new  president  at  Columbia,  George  Rupp,  pointed  out 
that  there  are  essential  ingredients  in  this  health  care  plan  that 
have  been  set  forth  that  will  be  of  great  help  to  inner-city  resi- 
dents, but  we  also  would  like  to  take  this  opportunity  to  set  forth 
a  few  brief  cautionary  areas  that  we  hope  tne  Congress  can  work 
on  to  improve  the  plan. 

First  and  foremost,  universal  coverage,  the  proposed  plan  provi- 
sion to  provide  universal  coverage  is  its  most  important  aspect  and 
one  that  would  clearly  benefit  inner  cities. 

The  provision  of  broad  benefits  you  are  all  familiar  with.  The 
package  includes  a  series  of  broad  benefits  which  clearly  would  as- 
sist all  citizens  of  the  country,  most  particularly  inner  city. 

Outreach  and  education  programs,  this  component  of  the  plan  at 
the  moment  really  appears  currently  unfunded  and  it  needs  some 
expansion  to  appreciate  how  it  will,  in  fact,  work. 

Increased  emphasis  on  health  promotion  and  prevention,  I  will 
elaborate  on  that  in  a  moment. 
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Special  programs  for  special  populations,  Dr.  Lee  e€irlier  men- 
tioned the  importance  of  maintaining  key  categorical  prog^'ams, 
Ryan  White  would  be  one  example.  There  are  many  others. 

Appropriate  increases  in  primary  care  providers,  a  relentless 
theme,  one  in  which  your  current  Assistant  Secretary,  Phil  Lee, 
has  had  significant  involvement  as  chair  of  PPRC.  Cflearly  there 
have  to  be  mechanisms  to  expand  the  availability  of  primary  care 
physicians  and  their  appropriate  distribution  around  the  country. 

On  the  other  hand,  it  is  important  in  inner  city  hospitals, 
Harlem  Hospital  would  be  a  good  example,  that  we  not  do  that  at 
the  expense  of  access  to  tertiary  services.  Dr.  Pardes'  point  that  our 
goal  is  to  upgrade  the  care  of  everyone,  not  bring  everyone  down 
to  the  lowest  common  denominator  has  to  be  maintained  in  the 
forefront. 

Support  for  safety  net  hospitals,  particularly  public  hospitals, 
continued  support  for  academic  health  centers,  and  we  are  aware 
of  the  1.5  percent  surcharge,  and  that  is  very  positive. 

On  the  other  hand,  the  constant  ratcheting  down  of  the  teaching 
adjustment  that  was  installed  under  the  DRG  legislation  10  years 
ago  has  very  negative  consequences,  and  as  one  who  has  her  own 

fray  hairs,  I  was  around  when  that  legislation  passed.  I  know  the 
eal  that  was  struck,  and,  in  fact,  that  resident-to-bed  ratio  was 
meant  as  a  proxy  for  the  complexity  of  the  t3T)e  of  patient  that  en- 
ters the  urban  teaching  hospitals. 

Over  time  I  know  that  has  been  forgotten  because  I  am  in  a 
number  of  meetings  where  it  is  clear  to  me  that  what  its  actual 
purpose  was  has  been  lost  in  the  fray. 

Finally,  protect  essential  community  providers.  Obviously  public 
hospitals,  again  the  categorical  programs. 

Now,  at  this  conference  a  number  of  questions,  some  of  them  pro- 
vocative, were  raised.  I  iust  want  to  briefly  review  them  and  hope 
that  they  mi^ht  be  used  as  a  template  as  you  would  evaluate  the 
final  plan  as  it  begins  to  emerge. 

First,  health  alliances  will  need  to  make  risk-adjusted  payments 
for  those  plans  that  enroll  a  disproportionate  share  of  high  risk  pa- 
tients. It  is  clear  that  we  have  got  to  be  very  concerned  about 
whether  disadvantaged  groups  will  find  effective  representation  on 
health  alliance  boards. 

Will  inner-city  residents  be  the  informed  and  cost-conscious  citi- 
zens the  plan  aims  to  encourage?  How  will  bureaucratic  obstacles 
be  reduced  so  that  they  can  surmount  them?  Will  inner-city  resi- 
dents be  forced  into  low-cost  plans  because  they  can  afford  no 
other? 

As  I  read  the  plan,  it  indicates  that  the  mean  or  below  is  the  op- 
tion for  the  Medicaid  rollover  so  in  fact  their  plans  will  be  system- 
atically less  elegant  than  those  others  will  have,  though  I  must  say 
they  will  be  better  off  in  many  respects  than  they  are  today  be- 
cause today  they  are  locked  out  of  access  to  private  physician  serv- 
ices. 

I  paid  more  for  a  taxicab  from  my  hotel  to  this  building  than 
New  York  State  pays  a  physician  for  a  Medicaid  visit  to  a  private 
doctor's  office.  They  pay  $9.  If  every  inner-city  resident  has  a 
health  security  card  by  this  time  next  year,  how  will  their  pattern 
of  care  differ?  What  special  accommodations  will  be  made  to  enroll 
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the  urban  poor,  and  I  consider  this  potpourri  of  plans  that  are 
going  to  be  made  available?  Will  it  be  available  in  the  language  of 
the  individual  trying  to  enroll? 

What  accommodations  will  be  made  for  the  one  in  five  inner-city 
residents  who  is  illiterate?  How  will  enrollment  abuses  be  pre- 
vented? How  will  we  stop  alliances  from  finding  ways  to  systemati- 
cally avoid  the  most  complex  and  expensive  patient  and  how  will 
we  make  certain  that  they  do  not  withhold  care  at  the  expense  of 
that  individual  in  order  to  reap  profits? 

What  mechanism  will  be  used  in  the  inner-city  to  protect  quality 
of  care?  What  mechanisms  can  we  develop  to  provide  more  than 
emergency  coverage  for  undocumented  aliens? 

In  a  moment,  I  am  going  to  elaborate  on  that.  I  think  it  is  a 
major  problem  with  the  plan,  I  know  it  is  extraordinarily  politically 
attractive  to  say  that  the  plan  will  not  "cover  illegal  aliens,"  but 
I  want  to  discuss  the  reality  that  in  the  street  that  is  going  to  be 
very  hard  to  implement  particularly  when  we  in  this  country  ask 
our  physicians  to  first,  oo  no  harm  and  take  a  Hippocratic  oath 
that  they  will  care  for  people. 

How  can  we  be  certain  that  health  reform  advances  basic  re- 
search on  the  most  pressing  problems  facing  the  urban  poor,  such 
as  substance  abuse,  AIDS,  sickle-cell  anemia,  tuberculosis?  How 
can  we  make  certain  that  the  health  care  delivery  system  accom- 
modates the  importance  of  clinical  research  and  how  can  we  foster 
investment  in  the  systematic  search  for  efficacious  and  cost- 
effective  clinical  interventions? 

Congressman  Rangel,  I  think  that  drug  abuse  is  one  area  where 
this  really  needs  to  be  done.  We  have  had  multiple  studies  out  of 
the  Agency  for  Health  Policy  and  Health  Care  Research  on  every 
issue  imaginable.  Let's  answer  that  question.  Your  comments  are 
very  apt.  There  is  not  an  answer  to  that  question,  what  works. 

I  want  to  spend  a  moment  on  the  special  problems  of  undocu- 
mented aliens  in  urban  areas.  The  highest  concentration  of  undocu- 
mented aliens  or  otherwise  known  as  illegal  aliens  are  in  the  major 
cities  of  this  coimtry,  Texas,  California,  Florida,  and  New  York. 

The  current  plan  would  provide  emergency  services  only  to  this 
population  and  I  ask  you,  is  this  really  what  we  are  about.  Do  we 
expect  the  health  care  system  to  be  the  gatekeepers  where  immi- 
gration and  naturalization  has  failed.  Do  we  think  that  it  is  fiscally 
viable  to  deny  a  working  albeit  illegally  working  woman  who  is 
pregnant  prenatal  care  and  remand  her  child  to  a  $l,500-a-day 
intensive  care  imit? 

Do  we  want  a  3-year-old  who  arrived  in  Texas  in  the  trunk  of 
a  car  to  be  denied  an  immunization  and  be  capable  of  spreading 
measles,  which  is  what  happened  with  the  measles  outbreak  in 
Houston  a  few  years  ago? 

Finally  I  want  to  focus  on  four  key  issues  that  come  from  my 
public  health  colleagues  with  regard  to  the  plan  that  we  have  be- 
fore us.  To  ensure  that  health  reform  does  more  than  just  reform 
the  current  system  of  providing  illness  care,  senior  public  health 
officials,  including  Dr.  Lee  who  just  spoke,  have  urged  that  the 
following  modifications  of  the  proposed  health  security  plan  occur. 

First,  significant  representation  of  public  health-oriented  individ- 
uals on  the  National  Health  Board  is  essential,  and  I  would  submit 


85 

that  if  the  board  has  to  be  expanded  beyond  seven  it  is  certainly 
worth  doing  so,  to  make  certain  that  policies  serve  population-wide 
needs  rather  than  solely  and  narrowly  focusing  on  the  provision  of 
personal  health  services. 

For  example,  we  need  to  do  more  than  fix  the  gunshot  wounds. 
We  need  to  end  violence  in  our  society.  Household  guns  are  in  50 
percent  of  all  homes  in  this  country  and  I  speak  as  a  mother  of 
three.  My  child  is  not  allowed  to  go  on  a  play  date  in  a  house  until 
I  ask  "do  you  have  a  gun,"  and  50  percent  of  the  time  they  tell  me, 
"yes,"  to  my  amazement,  and  my  child  doesn't  go  there. 

We  need  to  do  more  than  offer  free  vaccinations.  We  need  to  ad- 
dress and  understand  why  high  rates  of  underimmunization  occur 
in  poverty  communities  even  in  the  face  of  fi*ee  vaccination  policies. 
Vaccinations  are  free  in  New  York  City.  Of  the  children  below  the 
age  of  5,  50  percent  are  not  fiilly  vaccinated. 

We  need  to  do  more  than  tell  people  to  quit  smoking.  One  in  four 
Americans  still  smoke.  It  is  a  drug  administered  40  times  a  day. 
It  is  a  highly  addictive  drug.  It  is  not  that  easy  for  the  one  in  four 
left  to  quit.  They  need  help. 

Finally,  we  have  to  move  beyond  simply  providing  family  plan- 
ning services  to  our  young  people  to  achieving  and  understanding 
and  addressing  the  root  causes  that  fuel  the  tragedy  of  children 
having  children  and  the  unprecedented  rise  in  sexually  transmitted 
diseases  and  HIV  infection  in  adolescents. 

Second,  we  must  not  permit  this  very  important  step  forward, 
the  availability  at  long  last  of  universal  coverage,  to  overshadow 
the  critical  importance  of  the  neglected  public  health  infrastructure 
in  this  country.  While  expenditures  by  businesses,  individuals  and 
government  for  personal  health  services  have  risen  rapidly  over  the 
past  three  decades,  expenditures  for  traditional  public  health  serv- 
ices have  fallen  or  at  best  been  stagnant.  This  is  particularly  unfor- 
tunate in  view  of  the  tragic  arrival  of  the  AIDS  epidemic  and  the 
reemergence  of  TB. 

Ironically  this  very  problem,  the  existence  of  a  new  difficult  and 
often  impossible-to-treat  TB  is  itself  in  large  measure  the  con- 
sequence of  our  failure  to  invest  in  vital  puolic  health  programs. 
If  we  continue  imabated  leaving  the  public  out  of  the  health  secu- 
rity plan  we  will  be  unable  to  address  these  key  problems. 

Leaders  in  public  health  have  called  upon  the  administration  and 
Congress  to  increase  its  allocation  from  the  low  1  percent  of  all 
public  health  oriented  expenditures  now  to  3  percent.  The  divi- 
dends will  be  considerable  given  the  potential  for  prevention  serv- 
ices to  ward  off  illnesses  and  disease  and  the  central  importance 
of  community  health  surveillance  in  alerting  us  to  community-wide 
health  problems. 

Finally,  we  are  calling  for  putting  the  word  public  back  into  the 
health  care  system  by  finally  beginning  to  evaluate  our  health  care 
system  based  on  population-based  outcomes.  Thus  if  5  years  from 
now  we  still  rank  poorly  in  comparison  to  nearly  all  industrialized 
nations  in  infant  mortality,  violent  death,  epidemic  control,  we 
must  ask  ourselves  have  we  been  well  served. 

It  is  crucial  that  we  embrace  this  standard  at  the  outset  and 
strive  to  take  a  truly  revolutionary  step  forward  rather  than  to  con- 
tinue to  accept  substandard  public  health  outcomes.  Obviously  this 
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is  the  result  of  multiple  sectors  of  society.  We  can't  lay  at  the  door- 
step of  the  health  care  system  the  rather  awfiil  public  health  indi- 
cators that  exist  in  the  United  States  with  the  greatest  medical 
care  system  in  the  world. 

However,  we  can  learn  lessons  from  other  nations  that  have  very 
well  coordinated  public  health  systems  and  I  will  say  that  10  years 
has  been  spent  by  the  Centers  for  Disease  Control,  the  American 
Public  Health  Association,  the  National  Association  of  County 
Health  Officials  in  designing  a  way  to  plan  on  a  community  level 
to  integrate  public  health  goals  and  objectives  with  the  actual  be- 
havior of  agencies. 

We  need  summits  where  we  bring  together  housing,  environ- 
mental, police  in  the  same  room  in  the  interest  of  health  agenda. 
We  have  a  series  of  health  objectives. 

You  may  have  seen  a  book  called  "Healthy  People  Year  2000."  It 
provides  a  set  of  specific  goals  for  this  Nation  in  the  year  2000. 
They  cannot  be  met  by  the  health  care  system  alone.  They  require 
integrated  planning  across  multiple  agencies. 

I  think  it  is  a  wonderful  document,  but  something  that  has  al- 
ways concerned  me  about  the  document  is  that  you  may  or  may  not 
be  aware,  we  have  a  different  year  2000  standard  for  diflferent  eth- 
nic groups  and  virtually  all  of  the  goals  set  are  standard  for  the 
year  2000  are  standard  for  black  Americans  as  below  our  standard 
for  white  Americans,  and  while  I  think  it  is  clear  that  we  cannot 
reach  an  equitable  infant  mortality  rate  by  the  year  2000,  I  think 
our  goal  should  be  the  same. 

I  always  say  that  in  the  classroom.  We  should  say  in  the  year 
2000  we  have  gone  30  percent  toward  our  goal.  We  should  not  ac- 
cept diflferent  goals  for  different  racial  ethnic  groups. 

Fourth  it  is  critical  that  we  bring  public  health  leadership  into 
the  alliances  and  that  we  grant  local  public  health  authorities  some 
leverage  over  the  alliances  so  that  we  do  not  have  the  problem  that 
we  identify  a  TB  case,  but  because  it  is  too  expensive  to  follow 
them,  the  health  alliance  does  not  engage  for  example  in  directly 
observed  therapy  that  would  solve  that  problem. 

This  testimony  presents  our  concerns  about  health  reform  and  its 
impact  on  the  public  health,  academic  health  centers  and  the  deliv- 
ery of  care  to  urban  underserved  citizens.  There  are  clearly  dif- 
ferent methods  for  reforming  the  health  care  system.  Our  concern 
is  to  make  certain  that  all  people  living  in  the  United  States  of 
America  are  covered  under  health  reform  and  that  we  merge  the 
public  health  and  care  delivery  systems  in  an  appropriate  fashion. 

Thank  you. 

[The  joint  prepared  statement  follows:] 
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TESTIMONY  OF  HERBERT  PARDES.  M.D.,  VICE  PRESIDENT  FOR  HEALTH  SCIENCES, 
AND  DEAN,  FACULTY  OF  MEDICINE,  COLUMBIA  UNIVERSITY,  AND  CHERYL 
HEALTON,  PH.D.,  ASSOCIATE  DEAN,  SCHOOL  OF  PUBLIC  HEALTH,  COLUMBIA 
UNIVERSITY 

'oneressman  Range!  and  distinauisiied  members  of  the  House  Ways  and  Means  Subcommittee  on  Select 
revenues.  1  am  pleaseu  to  appear  oetore  you  today  on  behalf  of  Columbia  University  to  discuss  the 
impact  of  the  administration's  health  care  reform  proposal  on  the  residents  of  the  inner  city  and  other 
distressed  neighborhoods,  i  am  currently  Vice  President  for  Health  Sciences  and  Dean  of  the  Faculty 
ox  Medicine  at  Columbia  University.  Dr.  Cheryl  Healton.  Associate  Dean  of  the  Columbia  School  of 
?ublic  Health,  is  testifying  with  me  today. 

Our  testimony  today  vvill  focus  on  the  role  of  the  academic  health  center  in  the  delivery  of  health 
-are  in  the  urban  setting,  the  impact  of  the  President's  proposal  on  residents  of  urban  underservea 
areas,  and  changes  in  the  proposed  reform  plans  that  would  improve  its  overall  impact  on  the  health  of 
Americans.  Clearly,  we  have  not  had  the  opportunity  to  digest  the  full  1,400  pages  of  the  Health 
Security  Act.  However,  there  are  aspects  of  the  plan  which  should  be  helpful  to  these  residents  as  well 
as  safeguards  that  need  to  be  considered  when  a  final  plan  is  passed.  Some  of  our  comments  today  are 
developed  from  the  Urban  Health  Conference  we  held  at  the  Harlem  Hospital  Center  in  June  with 
Congressman  Rangel  and  from  a  subsequent  briefing  we  held  in  Washington.  D.C.  in  October. 
Columbia  is  an  academic  health  center  that  has  had  a  long-standing  affiliation  with  Harlem  Hospital 
Center--an  affiliation  that  has  assisted  in  training  minority  physicians  and  other  physicians  in  the 
delivery  of  care  in  the  urban  setting. 

HEALTH  REFORM  AND  THE  IMPACT  ON  EVNER-CITY  RESIDENTS 

Health  Status  and  Compounding  Factors 

Before  commenting  specifically  on  health  reform,  we  would  like  to  comment  on  the  overriding 
problems  in  inner  cities  and  the  health  status  of  inner  city  residents.  The  most  striking  indication  of 
health  status  of  any  community  is  its  death  rate.  Between  198.^-88,  while  New  York  City  residents  died 
at  the  same  rate  as  the  US  population,  individuals  in  Harlem  died  at  one  and  one  half  times  that  rate. 

For  inner-city  residents  higher  than  expected  death  rates  and  shortened  life  expectancies  are 
partly  related  to  drug  abuse,  AIDS,  tuberculosis,  homicide  and  alcohol.  But  the  high  rates  of  excess 
mortality  from  the  common  killers,  i.e.  heart  disease,  cancer  and  stroke  indicate  that  the  health-care  job 
is  not  being  done  in  terms  of  primary  prevention.  This  is  not  new.  In  fact  as  Drs.  Colin  McCord  and 
Harold  Freeman  noted  in  the  New  England  Journal  of  Medicine  (January  18,  1990),  "[A]  black  male 
growing  up  in  Harlem  has  less  of  a  chance  of  reaching  age  65  than  a  male  growing  up  in  the  Third 
World  country  of  Bangladesh."  This  fact  and  other  health  problems  are  also  reflected  in  higher  infant 
mortality  rates. 

Disease  and  illness  are  strongly  influenced  by  socioeconomic  factors.  Here  Harlem  is  prototypic 
of  underserved  urban  America.  Central  Harlem  is  one  of  the  most  impoverished  areas  in  the  nation. 
Stark  poverty  is  related  to.  and  compounded  by,  unemployment,  poor  housing,  homelessness,  poor 
nutrition,  crime,  violence  and  poor  education. 

Drug  abuse  is  an  example  of  a  problem  that  is  central  to  so  many  others.  Beyond  killing  people, 
drug  abuse  is  directly  related  to  AIDS,  Tuberculosis,  child  abuse,  spouse  abuse  premature  births,  crime 
and  violence.    It  is  a  leading  cause  of  death  among  25-44  year  olds  in  Harlem. 

But  deaths  do  not  tell  the  whole  story  about  health  status.  There  are  much  larger  numbers  of 
individuals  who  are  afflicted  with  illnesses,  disabled  and  need  care.  These  wide-ranging  problems  place 
burdens  on  providers  of  care  in  the  inner  cities.  We  must  recognize  that  there  are  two  kinds  of 
providers:  individual  practitioners  and  institutions.  There  is  extensive  documentation  describing  the 
lack  of  doctors-particularly  primary  care  doctors-  in  inner  city  areas.  These  statistics  underscore  the 
role  institutional  providers  play.  This  is  not  surprising,  given  the  impossibly  low  rate  of  reimbursement 
Medicaid  provides  to  physicians,  the  high  debt  burdens  of  medical  school  graduates,  and  the  very  high 
costs  of  caring  for  extraordinarily  sick  patients. 

The  Role  of  Academic  Health  Centers  in  the  Urban  Setting 

The  complexities  of  care  place  large  burdens  on  inner  city  hospitals,  public  and  private.  Mr. 
Larry  Gage,  President  of  NAPH,  has  indicated  that  their  "72  NAPH  member  hospitals  across  the  nation 
averaged  260,000  emergency  room  and  out-patient  visits,  and  18,000  admissions  in  1990.  This  was 
over  ten  times  the  volume  of  the  average  American  hospital.  In  addition  to  the  public  hospitals,  many 
private  hospitals  also  serve  as  safety  net  hospitals  and  in  New  York  City,  according  to  Kenneth  Raske, 
they  provided  2.5  billion  dollars  in  uncompensated  care  with  losses  in  the  millions  of  dollars.  And  many 
Academic  Health  Centers  are  particularly  heavily  involved   providing  care,  teaching   and  conducting 
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research.  For  the  patients  seen  at  Columbia  and  the  Presbyterian  Hospital,  reimbursement  is  obtained 
from  the  following:  30  %  by  Medicaid.  35%  by  Medicare  and  10%  self-pay.  .■\cademic  centers  and 
teaching  hospitals  such  as  Harlem  Hospital  Center  provide  a  tremendous  amount  of  care  to  the 
underserved  in  our  nation.  In  fact,  120  major  teaching  hospitals  across  the  nation  provide  billions  in 
charity  care  each  year  and  write  off  millions  in  bad  debt.  These  hospitals  train  our  future  physicians. 
These  centers  are  critical  and  must  be  maintained  in  urban  settings  so  that  patients  can  continue  to 
benefit  from  the  cross-fertilization  of  all  the  hospitals  and  the  medical  schools.  In  examining  proposals 
for  change,  we  must  increase  cost-effectiveness,  not  just  save  costs.  Technologies  may  in  the  early 
stages  increase  costs,  but  research  helps  us  to  identify  ways  to  save  costs  with  new  pharmaceutical  and 
technologies. 

In  the  underserved  urban  areas,  access  to  care  has  often  borne  an  inverse  relationship  to  need. 
The  nation's  teaching  and  public  hospitals  have  long  served  as  a  refuge  for  the  poor  years  before  the 
landmark  passage  of  Medicaid  gave  the  poor  entree  to  the  system.  The  academic  health  centers 
continue  to  have  a  vital  role  to  play  as  the  government's  central  medical  research  partner,  as  centers 
for  the  demonstration  of  innovative  approaches  to  health  care  delivery,  as  purveyors  of  community  level 
health  status  surveillance,  and  as  direct  providers  through  the  proposed  health  alliances.  We  should  all 
bear  in  mind  as  we  reconfigure  our  health  system  that  we  lead  the  world  in  medical  research  advances. 
Not  unlike  the  role  our  national  defense  system  plays  for  many  nation's  of  the  world,  our  medical 
research  apparatus  has  provided  and  will  continue  to  provide  the  intellectual  foundation  for  much  of  the 
world's  health  care.  Thus,  the  costs  we  incur  here  reap  dividends  the  world  over.  We  must  also  be 
cognizant  of  the  fact  that  today's  high  technology  or  experimental  intervention  often  becomes 
tomorrow's  primary  care.  For  example,  our  relentless  search  for  a  cure  for  AIDs  moves  forward  within 
the  context  of  the  delivery  of  multiple,  highly  complex  treatment  interventions  for  those  currently 
affected.  Yet,  when  an  effective  vaccine  is  discovered,  AIDs  as  we  know  it,  will  join  the  ranks  of  other 
vaccine  preventable  diseases.  Everyone  will  be  vaccinated  through  this  low-cost  approach.  Thus,  to 
improve  our  primary  care  system  at  the  direct  expense  of  medical  research  will  cost  more  in  the  long- 
run  and  risk  our  world  wide  leadership  role. 

ESSENTIAL  INGREDIENTS  FOR  HEALTH  REFORM: 
HOW  DOES  THE  CURRENT  PLAN  MEET  THESE  NEEDS? 

On  October  13,  1993,  Columbia's  President  George  Rupp  and  Congressman  Charles  Rangel  held 
a  briefing  on  Capitol  Hill  to  release  the  results  of  the  Urban  Health  Conference  held  in  June.  Both 
during  that  briefing  and  at  the  conference,  we  identified  some  essential  ingredients  necessary  for  health 
reform  to  be  positive  for  inner-city  residents.  Thus,  our  comments  on  the  plan  are  framed  around  these 
essential  ingredients. 

o  Universal  Coverage-The  proposed  plan's  provision  of  universal 

coverage  is  the  most  urgent  and  positive  aspect  of  health  reform  for  urban 
underserved  citizens. 

0  Broad   Benefits-The   package  includes  a  series  of  broad  benefits  which,   if 

effectively  advertised  and  appropriately  included  in  all  plans,  could  assist  urban 
citizens. 

o  Outreach  and  EducationnI  Programs-These  programs  will  need  to  be  combined 

with  the  actual  coverage  in  order  to  guarantee  "true"  access  to  health  care,  not 
just  paper  coverage. 

o  Increased  Emphasis  on  Health  Promotion  and  Prevention-The  plan  currently 

includes  adult  preventive  care,  well-baby  and  prenatal  care,  some  preventive 
dental  care  and  encourages  other  public  health  initiatives. 

o  Special    Programs    for   special    populations-These  programs   would   include 

substance  abuse  treatment,  alcoholism,  treatment  and  treatment  for  mentally 
retarded  and  mentally  ill.  Trauma  services,  burn  units  and  treatment  for  the 
newborn  are  also  needed. 
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o  Appropriate  Increase  of  Primary  Care  Providers-The  plan  provides  incentives 

tor  the  increase  in  primary  care  physicians.  These  incentives  may  encourage 
provision  of  care  in  the  urban  setting.  As  an  academic  health  center.  Columbia 
and  its  affiliate  teaching  hospitals,  including  Harlem  Hospital  Center,  would  need 
to  make  certain  that  all  specialties  are  also  well-covered  and  that  we  extend 
training  to  the  outpatient  setting.  Methods  of  recruiting  and  retaining  of 
physicians  in  inner  cities  must  include  proper  incentives  and  support. 

o  Support    for   Safety-Net   Hospitals-Continuation   of  disproportionate   share 

reimbursement  until  proper  reimbursement  is  in  place. 

o  Continued  Support  for  Academic  Health  Centers-The  plan  would 

impose  a  1 .5  %  surcharge  on  all  health  plans  to  support  funding  pools  for  graduate 
medical  education  and  academic  health  centers.  We  are  supportive  of  this 
initiative.  The  plan's  reduction  in  indirect  medical  education  payments  will 
seriously  hamper  our  efforts.  It  is  an  important  historical  note  that  this  adjustment 
was  originally  incorporated  into  the  DRG  legislation  to  compensate  for  the  poorer 
health  status  of  teaching  hospital  patients. 

o  Protect  Essential  Community  Providers  such  as  safety  net  hospitals,  academic 

health  centers  and  Federally  funded  categorical  programs  which  do  not  duplicate 
other  services.  Managed  competition,  if  implemented,  must  have  protection  for 
the  urban  citizens.  There  must  be  protection  for  the  essential  community 
providers  who  may  be  faced  with  individuals  such  as  undocumented  aliens,  or 
homeless  individuals  who  may  have  no  way  to  obtain  their  health  security  card. 

As  President  of  Columbia,  George  Rupp  said  at  our  briefing  in  D.C. ,  health  reform  cannot  work 
for  the  nation  unless  it  works  for  the  urban  disadvantaged.  We  are  already  paying  the  price  of  care 
through  higher  costs  when  individuals  seek  tertiary,  not  primary,  care  and  through  increased  premiums 
to  pay  for  uncompensated  care. 

Despite  the  many  positive  aspects  of  the  Clinton  plan,  in  order  to  protect  urban  citizens,  we  must 
raise  some  additional  concerns  stated  eloquently  by  our  colleague  Larry  Brown  and  others: 

1 .  Health  alliances  will  need  to  make  risk-adjusted  payments  to  plans  that  enroll  high-risk 

patients.  These  adjustments  must  be  done  correctly  in  order  to  insure  that  plans  are 
financially  stable,  serve  the  disadvantaged  in  fact  not  just  on  paper,  and  provide  the  wide 
range  of  services  at  high  quality  that  are  needed. 

2.  Will  disadvantaged  groups  find  fair  and  effective  representation  on  health  alliance 
boards? 

3.  Will  inner-city  residents  be  the  informed  and  cost-conscious  citizens  the  plan  aims  to 
encourage?  How  will  bureaucratic  obstacles  be  reduced  so  that  they  can  surmount  them? 

4.  Will  inner-city  residents  be  forced  into  low-cost  plans  because  they  can  afford  no  other? 

5.  Will  tightly  managed  care  work  well  for  whole  segments  of  inner-city  populations? 

6.  If  every  inner-city  resident  has  a  health  security  card  by  this  time  next  year,  how 
different  will  their  patterns  of  care-seeking  and  receiving  be? 

7.  What  special  accommodations  (enrollment  centers,  etc.)  will  be  made  to  enroll  the  urban 
poor? 

8.  What  sp)ecial  efforts  will  be  made  to  inform  people  about  choices  offered? 

9.  Will  there  be  true  incentive  to  enroll  the  sickest  patients? 

10.  How  will  enrollment  abuses  be  prevented  (i.e.  avoiding  very  sick,  homelessness  or 
mentally-ill  patients? 
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11.  What  mechanisms  will  insure  that  health  alliances  ar  responsive  to  community  needs? 

12.  What  mechanisms  will  be  used  in  the  inner  city  to  protect  quality  ot  care? 

13.  What  mechanisms  can  we  develop  to  provide  more  than  emergency  coverage  for 
undocumented  aliens? 

14.  How  can  we  be  certain  that  health  reform  advances  basic  research  on  the  most  pressing 
problems  facing  our  urban  poor  such  as  AIDs,  sickle  cell  anemia,  tuberculosis,  and 
substance  abuse? 

15.  How  can  we  make  certain  that  the  health  delivery  system  accommodates  the  importance 
of  clinical  research? 

16.  How  can  we  foster  further  investment  in  the  systematic  search  for  efficacious  and  cost- 
effective  clinical  interventions? 

THE  SPECIAL  PROBLE.M  OF  UNDOCUMENTED  ALIENS  IN  URBAN  AREAS 

One  aspect  of  the  proposed  plan— to  limit  undocumented  aliens  to  emergency  services  only— is 
penny-wise  and  pound  foolish.  Many  of  these  individuals  presently  receive  comprehensive  health  care 
through  state  medicaid  programs  while  others  rely  on  emergency  rooms  or  state  charity  care  pools.  The 
children  of  many  undocumented  aliens  are  born  in  the  U.S.  and  already  eligible  for  coverage.  We 
agree  with  President  Clinton's  statement  that  slowing  universal  coverage  will  slow  costs  savings.  For 
this  population  there  are  both  moral  and  economic  reasons  to  assist  with  primary  and  preventive  care 
rather  than  only  emergency  care.  Do  any  of  us  really  want  to  deny  a  working  mother  who  is  an 
undocumented  alien  prenatal  care  and  in  doing  so  potentially  relegate  her  child  to  a  costly  and  medically 
precarious  stay  in  a  $1500  a  day  intensive  care  unit.  Are  we  prepared  to  deny  a  three  year  old  who 
arrived  in  America  in  the  trunk  of  a  car  a  measles  vaccination. 

PUBLIC  HEALTH  IN  HEALTH  REFORM 

To  insure  that  health  reform  does  more  than  just  reform  the  current  system  of  providing  illness 
care,  senior  public  health  officials  have  urged  that  the  following  modifications  of  the  proposed  Health 
Security  Plan  occur. 

First,  significant  representation  of  public  health  oriented  individuals  on  the  National  Health 
Board  is  essential  to  make  certain  that  policies  serve  population-wide  needs  rather  than  be  solely  and 
narrowly  focused  on  the  provision  of  patient  care  services.  For  example,  we  need  to  do  more  than  fix 
the  gunshot  wounds— we  need  to  address  violence  in  our  society;  we  need  to  do  more  than  offer  free 
vaccinations;,  we  need  to  understand  and  address  why  high  rates  of  under  immunization  occur  in 
poverty  communities  even  in  the  face  of  free  vaccination  policies;  we  need  to  do  more  than  simply  have 
a  health  provider  advise  a  patient  to  quit  smoking-we  need  to  find  out  how  we  can  assist  the  one  in  four 
Americans  who  still  smoke  and  take  deliberate  steps  to  help  them  do  so;  we  need  to  move  beyond 
providing  family  planning  services  to  our  young  people  to  achieving  an  understanding  of  and  addressing 
the  root  causes  which  fuel  the  tragedy  of  children  having  children  and  the  unprecedented  rise  in  sexually 
transmitted  diseases  and  AIDS  among  this  vulnerable  population. 

Second,  we  must  not  permit  this  very  important  step  forward-the  availability  at  long  last  of 
universal  coverage—  to  overshadow  the  critical  importance  of  the  neglected  public  health  infrastructure 
in  this  country.  While  expenditures  by  businesses,  individuals  and  government  for  personal  health 
services  have  risen  rapidly  over  the  past  three  decades,  expenditures  for  traditional  public  health 
services  have  fallen  or  at  best  been  stagnant.  This  is  particularly  unfortunate  in  view  of  the  tragic 
arrival  of  the  AIDs  epidemic  and  the  reemergence  of  TB  with  its  new  deadly  multi-drug  resistant 
strains.  This  very  problem— the  existence  of  a  new,  difficult,  indeed  often  impossible  to  treat  TB— is 
itself  in  large  measure  the  consequence  of  our  failure  to  invest  in  vital  public  health  programs.  It  will 
continue  unabated  if  health  reform  leaves  the  "public"  out  of  the  Health  Security  Plan.  At  the  present 
juncture,  less  than  one  percent  of  health  expenditures  support  the  traditional  public  health  system. 
Leaders  in  public  health  have  called  upon  the  Administration  and  the  Congress  to  increase  this  allocation 
to  at  least  three  percent.  The  dividends  will  be  considerable  given  the  potential  for  prevention  services 
to  ward  off  illness  and  disease  and  the  central  importance  of  community  health  surveillance  in  alerting 
us  to  community-wide  health  threats. 
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Third,  in  keeping  wich  the  theme  ot  putting  tlie  word  "public"  back  into  the  concept  of  the  health 
ivstem.  we  must  as  a  nation  insist  that  our  health  reform  system  be  judged  by  population-based 
outcomes.  Thus,  if  five  years  from  now.  we  still  rank  poorly  in  comparison  to  nearly  all  industrialized 
nations  in  infant  mortality,  life  expectancy,  violent  death  and  epidemic  control,  we  must  ask  ourselves 
how  well  if  at  all  the  new  system  has  served  us.  It  is  crucial  that  we  embrace  this  standard  at  the  outset 
ro  strive  to  lake  a  truly  revolutionary  step  forward  from  a  system  which  accepts  substandard  public 
iieaith  outcomes  to  one  that  uses  these  outcomes  as  the  central  measure  of  its  success. 

Obviously,  many  factors  are  responsible  for  our  poor  showing  as  a  nation  and  it  is  unrealistic 
:o  place  the  bl^me  for  the  state  of  our  nation's  health  status  on  the  health  care  system  alone.  We  all 
know  that  social  circumstances,  public  policies,  (or  lack  thereof),  and  personal  choices  all  contribute 
to  our  nation's  health  status-it  is  precisely  this  recognition  which  has  shaped  the  formulation  of  health 
policy  in  nation's  with  exemplary  health  outcomes.  These  nations  have  enlisted  the  concened  efforts 
of  multiple  sectors  of  the  society-education,  law  enforcement,  social  services,  media,  housing  and 
environmental  in  an  orchestrated  set  of  cohesive  policies  in  the  interest  of  the  society's  health  and  social 
well-being.  Can  we  do  the  same  at  this  historic  juncture?  Can  we  set  aside  parochial  partisan  concerns 
to  secure  a  healthier  future  for  us  all?  We  have  the  tools  available  to  meet  this  challenge  .  For  years, 
leaders  in  public  health,  together  with  the  Centers  for  Disease  Control  and  Prevention,  have  been 
developing  and  testing  in  areas  throughout  the  nation  programs  of  coordinated,  community  health 
priority  planning  and  health  status  monitoring,  which  provide  effective  blueprints  for  action  on  a 
national  scale.  "Healthy  Communities  2000":  Model  Standards"  and  "The  Assessment  Protocol  for 
Excellence  in  Public  Health  (APEX)"  are  two  of  the  most  widely  used  methods  for  formulating  and 
focusing  local  attention  on  health  goals  and  objectives.  A  health  reform  program  which  brings  together 
these  crucial  community  approaches  with  the  health  alliances  will  begin  finally  to  hold  us  all  collectively 
responsible  for  the  health  of  our  nation. 

Fourth,  in  addition  to  bringing  together  the  public  health  and  illness  systems,  it  is  crucial  or  the 
health  reform  plan  to  integrate  principles  of  public  health  into  all  levels  of  health  delivery  through  the 
alliances.  While  this  important  goal  would  be  fostered  by  the  foregoing  steps,  the  health  security  plan 
must  also  grant  local  health  authorities  the  right  to  require  that  alliances  undertake  specific  public  health 
measures.  While  some  standards  may  be  mandated  by  the  National  Health  Board  (e.g.  vaccinations), 
others  may  be  determined  by  local  need.  The  extension  of  the  National  Health  Service  Corps  to  include 
formal  training  in  public  health  would  further  insure  integration  of  the  public  health,  prevention  and 
illness  systems.  We  cannot  continue  to  have  a  national  health  force,  or  for  that  matter  an  American 
public  which  is  unable  to  identify  the  leading  causes  of  death  and  disability  and  the  factors  and 
behaviors  known  to  sustain  them. 

SUMMARY 

This  testimony  presents  our  concerns  about  health  reform  and  its  impact  on  the  public's  health, 
academic  health  centers,  and  the  delivery  of  care  to  urban  underserved  residents.  We  have  outlined 
some  of  the  areas  of  concern  in  health  status,  current  provision  of  uncompensated  care,  and  [X>tential 
areas  that  must  be  evaluated  for  the  plan  to  succeed  in  urban  areas.  Clearly,  health  reform  alone  will 
not  bring  the  care  to  urban  citizens.  Education,  prevention,  and  attempts  at  increasing  the  viability  of 
the  work  place  will  also  be  of  benefit.  The  health  security  plan  must  be  evaluated  against  a  template 
that  addresses  how  it  improves  the  health  of  rural  America,  urban  America,  and  our  whole  nation. 

There  are  clearly  many  different  methods  of  reforming  the  health  care  system.  Our  concern  is 
to  make  certain  that  all  people  living  in  the  United  States  of  America  are  covered  under  health  reform. 
You  as  legislators  have  a  unique  opportunity  to  assure  universal  health  security  and  provision  of  cost- 
effective  health  care. 
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Chairman  Rangel.  Thank  you. 

Dr.  Pardes,  you  referred  tx)  Dr.  Freeman's  paper  that  he  had 
written  with  another  physician  and  indicated  tnat  the  Ufe  expect- 
ancy in  Harlem  was  much  lower  than  in  Bangladesh,  but  he  relat- 
ed this  directly  to  poverty,  didn't  he? 

Dr.  Pardes.  He  relates  it  in  his  general  discussions  to  a  number 
of  issues.  I  think  that  poverty  is  a  central  question.  I  think  also  the 
availability  of  social  programs  which  help  support  people  and  give 
them  opportunities  is  critical. 

My  impression  of  Dr.  Freeman's  position  would  be  that  it  is  prob- 
ably multidetermined.  Poverty  obviously  is  one  of  the  central  is- 
sues. 

Chairman  Rangel.  I  gathered  from  what  Dr.  Healton  was  saying 
that  you  have  a  list  of  illnesses  and  health  problems  that  you  sav 
go  far  beyond  the  delivery  of  health  care,  but  it  seems  as  though 
are  rooted  in  poverty.  Having  said  that,  I  thought  I  heard  you  say, 
Dr.  Healton — £ind  I  can  see  why  you  are  a  Ph.D.  instead  of  an 
M.D. — that  the  national  leaders  are  talking  about  the  relationship 
between  the  illnesses  and  the  cost  of  the  illnesses  and  the  cir- 
cumstsmces  that  are  there. 

Who  would  be  these  national  leaders  that  you  refer  to.  Dr. 
Healton? 

Ms.  Healton.  Well,  in  particular  the  American  Public  Health 
Association,  a  50,000-member  organization  composed  of  people 
from  someone  who  is  a  street-level  health  educator  trying  to  bring 
people  into  drug  treatment,  through  the  most  senior  public  health 
officials  of  the  country,  members  of  HHS,  deans  of  schools,  people 
who  are  the  commissioners  of  health  in  the  2,000  local  districts. 

Chairman  Rangel.  No  one  really  deals  with  underlying  condi- 
tions. Whenever  we  have  a  health  bill,  we  get  doctors  and  providers 
and  they  don't  want  to  be  left  out.  They  want  to  make  certain  that 
the  reimbursement  and  investment  justifies  them  entering  into  this 
profession  and  they  want  to  do  the  best  they  can.  But  I  don't  hear 
too  many  doctors  publicly  say  "I  wish  we  didn't  have  to  deal  with 
this  type  of  an  illness  because  it  is  very  expensive  and  the  more 
I  attempt  to  cure  it  the  more  it  is  going  to  reoccur  and  that  some- 
body ought  to  be  thinking  about  removing  the  conditions  that  cause 
people  to  be  dependent  on  drugs  or  having  these  babies  and  the 
mother  being  addicted." 

I  don't  see  any  of  that  in  the  Clinton  plan.  We  are  talking  about 
prevention  and  access,  but  I  want  to  know,  do  you  have  a  list  of 
people  that  are  saying  that  one  of  the  things  that  you  can  do  for 
a  homeless  person  after  you  cure  him  or  her  is  perhaps  take  him 
out  of  the  street,  that  that  might  be  one  of  the  possible  cures?  Who 
is  doing  that  type  of  thing? 

Dr.  Pardes.  I  feel  that  people  in  the  mental  health  community 
have  known  and  argued  forever  that  one  cannot  simply  look  at  the 
drug  or  the  clinical  intervention  as  the  whole  story.  When  I  was 
at  NIMH,  one  of  the  things  we  tried  to  push  for  was  attention  to 
social  needs  to  assure  people  housing 

Chairman  Rangel.  Who  is  doing  that  now? 

Dr.  Pardes.  In  the  mental  health  community,  there  are  a  num- 
ber of  people  who  argue  that  as  vigorously  as  possible.  At  Columbia 
we  have  a  program  working  with  people  in  the  armory  trying  to 
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help  them  not  only  in  terms  of  treatments,  but  also  trying  to  help 
them  to  get  rehabilitated  into  some  kind  of  work  or  housing 
situation. 

I  share  your  view  however  that  the  government  should  be  taking 
the  lead  in  trying  to  make  this  as  fully  available  as  possible. 

Chairman  Rangel.  It  seems  to  me  that  if  we  are  trying  to  reduce 
the  cost  of  health  care  through  prevention  and  to  make  certain  ev- 
eryone has  access  in  order  to  have  a  stronger  and  more  productive 
America,  somewhere  someone  has  to  look  at  where  the  costs  have 
been  hemorrhaging.  It  has  been  in  areas  of  high  poverty,  high  un- 
employment, high  teenage  pregnancy,  high  addiction  to  alcohol, 
high  crime,  and  we  would  go  in  and  say  We  are  going  to  try  to 
get  you  well,  but  more  importantly  we  are  going  to  try  to  get  you 
out  of  this  system,"  because  now  I  think  it  would  be  easy  to  say 
anyone  born  into  this  system,  the  percentages  are  their  children 
will  be  bom  into  this  system. 

This  continues  to  be  a  hemorrhage.  So  while  we  are  trying  to 
stop  the  hemorrhage,  the  best  way  to  save  costs  is  to  prevent  peo- 
ple from  getting  into  this  system  in  the  first  place. 

I  am  trying  to  find  out  since  you  have  to  be  more  than  an 
Afi-ican-American  Member  of  Congress  to  talk  about  your  own  dis- 
trict, you  have  to  talk  about  reduction  deficits,  productivity,  com- 
petition, NAFTA,  the  ability  of  communities  to  be  independent  and 
not  dependent  on  government.  I  am  talking  economist  type  of  talk. 

Dr.  Healton  came  closer  to  identifying  the  problems  because  if 
you  are  a  surgeon,  you  want  to  cut  on  people  who  need  surgery  and 
if  you  are  a  doctor  you  want  to  treat  the  sick,  and  I  don't  think 
that  is  a  very  high  priority,  nor  do  I  believe  that  is  their  business 
to  stop  illnesses,  but  somebody  should  be  concerned  with  that. 

Dr.  Pardes.  I  would  say  that  the  physicians  of  this  country 
should  be  increasingly  sensitive  not  simply  to  the  delivery  of  the 
medical  intervention,  but  to  the  fuller  context  in  which  citizens 
have  their  health  care  delivered  and  their  health  care  problems  at- 
tended to. 

In  our  curriculum,  we  have  introduced  a  much  greater  attention 
to  social  aspects  of  medical  care  for  precisely  that  purpose. 

Chairman  Rangel.  You  know  anything  I  say  about  doctors,  I  am 
not  talking  about  you.  You  would  know  that,  and  I  am  not  talking 
about  Columbia.  I  am  saying  I  have  been  here  for  close  to  a  quarter 
of  a  century  and  I  can't  remember  a  doctor  not  talking  about  reim- 
bursement, which  I  am  not  saying  he  or  she  should  not. 

In  this  health  plan,  I  don't  see — it  says  if  you  get  in  a  high  risk 
pool,  we  will  take  care  of  you,  but  where  does  it  say  that  my  kids 
don't  have  to  be  in  this  high  risk  pool?  So  if  I  get  shot,  I  get  re- 
paired. 

What  is  causing  me  to  get  shot?  What  is  causing  these  kids  to 
have  babies?  What  is  causing  these  things  and  who? 

I  am  not  asking  for  solutions.  Who  among  the  people  that  you 
frequent  that  obviously  don't  come  to  Congress  and  say  "We  have 
to  do  something  in  order  to  have  a  healthy  America" — who  are 
these  people? 

I  know  I  can  go  to  San  Francisco  and  find  out  who  is  trying  to 
do  something  about  the  curing  of  it,  but  who  are  the  people  that 
are  saying  what  you  are  doing  is  great  and  should  have  been  done 
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a  long  time  ago,  but  let  me  tell  you  how  much  of  that  cost  of  health 
care  is  attributed  to  you  not  doing  something  else  initially  and  who 
would  those  people  be? 

As  long  as  you  give  me  fuller  coverage,  I  am  going  to  give  you 
more  patients.  So  it  won't  be  a  question  of  how  much  money  I  am 
getting  from  the  Federal  Government.  It  is  a  question  of  whether 
the  money  is  spent  with  any  degpree  of  priority  to  protect  society 
from  some  of  the  costly  expenses.  We  need  to  get  involved — ^if  I  had 
to  pick  one  thing  it  would  be  education. 

They  walk  away,  they  can  protect  themselves,  even  if  they  make 
a  mistake.  If  they  know  how  to  hold  on  to  a  job  when  they  are  well, 
when  you  cure  them,  they  get  a  job.  I  would  think  that  Columbia, 
more  than  the  School  of  Medicine,  would  be  able  to  identify — 
maybe  it  is  Califano's  group,  I  don't  know,  but  down  here  every 
committee  tries  to  find  out  now  much  money  it  can  get  for  the  ju- 
risdiction of  their  committee.  So  they  fight  for  it. 

If  it  wasn't  for  Hillary  Clinton,  we  would  not  be  dealing  with  this 
subject  matter  now. 

Dr.  Pardes.  I  think  the  thrust  of  the  comments  Dr.  Healton 
made  were  that  the  School  of  Public  Health  at  Columbia  recognizes 
that  many  health  care  problems  are  made  all  the  worse  or  even 
originate  in  a  variety  of  social  conditions.  I  think  that  was  the 
thrust  of  what  she  was  trying  to  say. 

Chairman  Rangel.  I  imderstooa  her.  I  am  asking  where  can  I 
get  some  help  for  people?  I  am  so  glad  that  you  brought  her  with 
you.  I  don't  want  to  take  this  time.  I  would  want  Dr.  Healton  to 
send  me  a  note  or  refer  me  to  something  that  has  been  written  so 
that  as  we  take  care  of  the  President's  health  package  somebody 
else  might  be  dealing  with  the  problem  to  reduce  the  need  for  so 
many  health  dollars  to  be  spent. 

Dr.  Freeman  is  a  cancer  specialist  and  I  get  the  impression  that 
he  was  not  talking  about  the  cure  for  cancer.  He  was  talking  about 
the  relationship  between  poverty  and  cancer. 

Dr.  Pardes.  Right. 

Chairman  Rangel.  So  I  know  that  is  not  a  doctor's  responsibil- 
ity, especially  if  you  are  getting  paid  to  cure  cancer,  but  someone 
has  to  say  this  makes  a  lot  of  sense.  Everyone  is  saying  he  makes 
a  lot  of  sense.  So  what? 

Dr.  Pardes.  We  have  tried  to  set  up  a  number  of  prevention  pro- 
grams which  go  well  beyond  either  doing  surgery  or  giving  a  drug. 
We  are  trying  to  set  up  increasing  centers  on  various  problem 
areas  trying  to  attack  aspects  of  this  problem  that  don't  necessarily 
relate  to  health  care  itself. 

Chairman  Rangel.  I  am  not  making  criticism  of  what  Columbia 
is  doing  or  not  doing.  I  am  talking  about  our  nation.  It  would  seem 
to  me  that  if  we  wanted  to  invest  in  a  developing  country  in  order 
to  get  a  return  for  the  investment  and  the  only  issue  we  were  deal- 
ing with  was  health  care,  and  meanwhile  people  were  getting  shot, 
getting  drunk  and  were  sleeping  in  the  jungles  and  were  not  get- 
ting an  education,  we  are  not  going  to  invest  in  that  community 
until  they  clean  up  their  act. 

Obviously  what  Dr.  Healton  is  talking  about  is  not  community 
prevention,  but  a  national  policy  that  says  that  if  we  are  going  to 
nave  a  competitive  America,  we  have  to  be  healthy  and  not  have 
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a  propensity  to  end  up  in  jails  and  emergency  wards.  I  am  leaving 
the  medical  people  alone  and  asking  you  to  send  to  me — ^you  teach 
at  Columbia? 

Ms.  Healton.  Yes. 

Chairman  Rangel.  You  can  send  me  what  you  tell  those  people 
to  read  in  order  to  get  a  better  handle  of  a  broader  responsibility 
than  just  curing  the  sick. 

Ms.  Healton.  I  would  just  add  that  we  are  going  to  have  a  struc- 
ture for  report  cards  for  the  alliances  that  are  basically  consumer 
ratings  of  the  outcomes  of  the  alliances  and  ways  of  monitoring  the 
quality  of  care  provided  in  the  alliances.  I  think  it  would  be  a  trav- 
esty if  we  do  not  find  a  way — it  is  not  costly  to  find  a  way  to  do 
this — to  have  a  community  health  profile  report  card  that  every 
doctor  practicing  in  that  alliance  has  to  digest. 

If  you  were  to  walk  up  to  10  American  people  on  the  street  and 
10  physicians  and  ask  them  the  top  leading  causes  of  death  and 
the  maior  factors  that  lead  to  those  causes  of  deaths,  many  would 
be  unable  to  answer  you.  That  is  why  I  am  making  the  point  that 
public  health  has  to  be  integrated.  So  I  think  a  public  health  report 
card  for  a  community  would  be  a  nice  adjunct  to  the  health  alliance 
report  card  so  that  we  can  keep  our  eye  on  the  ball. 

Chairman  Rangel.  Send  me  some  additional  materials  because 
it  is  clear  that  the  American  Medical  Association  hasn't  addressed 
this  and  it  may  be  outside  the  jurisdiction  of  this  committee,  but 
it  certainly  is  related  and  something  we  should  be  talking  about. 

Mr.  Hancock. 

Mr.  Hancock.  Thank  you,  Mr.  Chairman. 

Dr.  Pardes,  was  your  organization  or  you  invited  to  participate 
in  Mrs.  Clinton's  Health  Care  Task  Force  that  ended  up  promulgat- 
ing the  proposal  that  the  President  announced? 

Dr.  Pardes.  We  were  not  invited  in  at  the  outset,  but  somewhere 
in  the  spring,  Mr.  Magaziner  called  a  group  of  deans  in  and  we 
have  had  a  few  conversations  with  him  since  then. 

Mr.  Hancock.  But  you  did  not  actively  participate  in  the  discus- 
sions and  debates? 

Dr.  Pardes.  No. 

Mr.  Hancock.  Dr.  Healton,  these  questions  that  you  have  here 
are  very  interesting.  Shouldn't  these  questions  have  been  answered 
by  that  Health  Care  Task  Force  rather  than  coming  here  and  ask- 
ing these  questions  to  Members  of  Congress? 

I  would  think  that  after  244  days  and  I  don't  know  how  many 
million  dollars,  that  these  questions  should  have  been  answered  be- 
fore they  came  up  with  a  proposal;  would  you  agree  with  that? 

Ms.  Healton.  I  think  that  it  would  be  safe  to  say  that  most  of 
those  questions  were  considered  by  that  group.  We  haven't  had  a 
chance  to  digest  all  1,400  pages  ourselves,  but  from  our  perspective 
being  in  an  inner-city  community,  we  see  that  as  we  always  say, 
the  devil  is  in  the  details,  that  there  may  be  serious  problems  m 
implementation  among  inner-city,  hard-core  poverty  populations. 

Mr.  Hancock.  Have  you  submitted  this  list  of  questions  to  who- 
ever was  in  charge  of  tne  task  force  and  asked  them  to  specifically 
point  out  where  mey  are  answered  in  the  bill?  Since  there  are  only 
16  of  them,  it  shouldn't  take  over  150  bureaucrats  to  answer  your 
questions. 
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Chairman  Rangel.  If  the  gentleman  would  yield,  I  would  be  glad 
to  join  with  you  and  take  those  questions  and  send  them  to  the  ad- 
ministration to  ask  for  answers. 

Mr.  Hancock.  Thank  you  very  much,  Mr.  Chairman.  I  think  that 
would  be  the  proper  approach. 

Chairman  Rangel.  Dr.  Edelman,  of  course,  is  returning.  We 
have  an  usual  hearing  that  we  had  the  government  testify,  they 
were  supposed  to  listen  and  his  representative  is  here  and  any 
questions  that  can  be  answered,  they  will  be  included  in  the  hear- 
ing with  possible  responses.  So  we  will  pursue  that. 

We  have  a  problem  here,  members.  In  5  minutes  we  are  marking 
up  the  North  American  Free-Trade  Agreement  here,  so  our  sub- 
committee is  going  to  have  to  suspend  until  1:30  when  we  would 
return  to  this  room.  However,  for  those  who  have  questions  for  Dr. 
Healton  and  Dr.  Pardes,  they  have  agreed  that  if  you  send  them 
in  writing,  that  they  would  respond. 

You  made  an  outstamding  contribution.  You  make  me  proud  to 
represent  not  only  Harlem  Hospital,  but  Columbia.  We  have  a  lot 
of  work  to  do  and  I  don't  know  the  true  relationship  with  the 
Califano  team,  but  based  on  Dr.  Healton's  observation  and  the  re- 
search being  done  bv  Joe  Califano,  I  think  we  can  make  a  better 
contribution  to  this  bill  before  we  conclude  our  legislative  work  on 
it. 

So  thank  you  very  much  for  what  you  have  done. 

Dr.  Pardes.  Thank  you  very  much,  Mr.  Rangel. 

Mr.  Jacobs  [presiding].  We  will  continue  the  hearings  of  the 
Committee  on  Select  Revenue.  I  think  we  will  have  our  next  panel, 
Cabrini  Medical  Center  New  York,  N.Y.,  Jeffrey  Frerichs;  Mount 
Sinai  Medical  Center,  Mr.  Greenspan;  the  Jewish  Memorial  Hos- 
pital, Stanley  Fertel;  Mary  Imogene  Bassett  Hospital,  Dr.  William 
Streck;  Hospital  Association  of  New  York  State,  Stephen  Cooper. 

Gentlemen,  if  you  will  proceed  in  the  order  in  which  you  are  list- 
ed. You  all  know  the  rules  of  the  New  York  State  Athletic  Commis- 
sion, 5  minutes  each,  and  go  to  a  neutral  comer  in  the  case  of  a 
knockdown.  Break  clean  at  all  times. 

STATEMENT  OF  JEFFREY  FRERICHS,  PRESIDENT,  CABRINI 
MEDICAL  CENTER,  NEW  YORK,  N.Y. 

Mr.  Frerichs.  Thank  you  very  much.  My  name  is  Jeff  Frerichs 
from  Cabrini  in  New  York.  I  will  not  read  my  entire  statement,  and 
I  will  try  to  be  brief.  I  and  some  of  my  colleagues  from  New  York 
are  here  not  to  object  to  any  of  the  basic  principles  and  objectives 
of  the  health  securitj'  plan,  but  to  raise  serious  concerns  about 
some  of  the  means  that  have  been  identified,  especially  those  with 
respect  to  the  financing  of  the  plan  as  provided  in  the  bill. 

Specifically  we  are  extremely  concerned,  to  put  it  in  an  under- 
stated way,  about  the  extraordinarily  high  extraction  of  Medicare 
and  Medicaid  revenue  from  existing  providers  to  help  finance 
health  security.  Such  revenue  extraction  would,  for  New  York,  be 
not  only  damaging  but  could  be  something  from  which  the  hospital 
system  and  the  health  care  system  could  not  recover.  It  should  be 
kept  in  mind  that  hospitals  are  not  just  acute  care  inpatient  units 
or  facilities. 
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For  example,  Cabrini  Medical  Center  is  a  hospice  through  which 
terminally  ill  patients  receive  both  inpatient  and  home  care. 
Cabrini  also  is  a  certified  home  health  agency.  Cabrini  is  a  long- 
term  home  health  care  program.  Cabrini  is  a  senior  citizen  lunoi 
program,  and  it  is  also  a  store-front  health  information  center  that 
attempts  to  expand  and  increase  health  care  education  in  the  com- 
munity. 

Cabrini  is  also  a  provider  of  care  to  patients  with  HIV  disease. 
Each  dav  we  have  85  to  90  patients  in  the  hospital  with  HIV  infec- 
tion and  related  disease.  Of  our  HIV  patients,  37  percent  have  a 
history  of  drug  abuse  and  8  to  10  percent  are  homeless.  We  are 
very  concerned  that  under  the  health  alliance  structure  that  the 
ability  with  the  cost  caps  to  continue  to  provide  the  necessary  and 
appropriate  level  of  care  to  this  population  will  be  compromised. 

The  type  of  patient  that  we  serve  may  be  good  to  just  exemplify. 
We  have  John  Doe,  for  example,  who  is  HIV  positive  and  an  IV 
drug  abuser.  John  Doe  reflects  the  enormous  resistance  on  the  part 
of  certain  patients  to  participating  in  a  structured  system  despite 
the  obvious  advantages. 

This  patient  first  visited  the  hospital  emergency  room  in  April 
1991.  Although  he  was  instructed  to  seek  care  m  the  outpatient  de- 
partment, John  Doe  did  not  seek  such  care.  Between  February  and 
September  this  patient  returned  to  the  hospital  ER  23  times.  On 
these  occasions  the  patient  was  admitted  for  inpatient  care.  How- 
ever, on  each  of  these  occasions  he  would  leave  against  medical  ad- 
vice, only  to  return  later  that  day  to  be  readmitted. 

During  the  7-month  period  John  Doe  would  at  times  seek  the  re- 
source intensive  care,  the  ER  2  and  3  days  in  a  row.  Although  this 
patient  had  Medicaid,  and  he  was  encouraged  and  booked  for  out- 
patient care,  he  would  only  come  to  the  emergency  room,  and  he 
would  stay  in  the  hospital  only  as  long  as  he  felt  was  necessary. 
Providers  need  to  be  protected  oy  this  type  of  tendency  on  the  part 
of  certain  patients,  and  we  ask  that  the  health  security  plan  under- 
stand that  these  realities  exist  in  the  marketplace. 

We  are  in  New  York  a  system  that  has  provided  safety  net  cov- 
erage in  a  way  that  could  be  a  model,  though  it  is  not  a  perfect 
one.  We  have  relied  on  graduate  medical  education,  and  the  sup- 
port for  graduate  medical  education  as  a  way  of  expanding  and  en- 
suring access  for  the  Medicaid  population  and  the  uninsured  poor. 
The  attempt  to  extract  GME  revenue  fi-om  our  hospitals  would  be 
counter  to  the  national  objectives  of  expanding  access  and  would  be 
a  cruel  irony  that  in  a  city  where  access  has  been  expanded  to  the 
most  needy  population  that  in  that  city  its  providers  will  be  penal- 
ized the  most  for  doing  all  of  the  right  things. 

We  are  a  capital-starved  system,  and  the  attempt  to  reduce  cap- 
ital payments  to  hospitals  under  the  proposed  financing  mecha- 
nisms would  be  severely  damaging.  That  is  not  just  our  conclusion, 
that  is  the  conclusion  of  a  study  contracted  by  the  Hospital  Asso- 
ciation of  New  York  State  done  by  Ohio  State  University,  and  the 
conclusion  was  that  many  New  York  State  hospitals  will  face  se- 
vere financial  problems  with  the  possibility  of  significant  increases 
in  closure  and  bankruptcy. 

It  is  also  very  likely  that  the  physical  and  technological  condition 
of  hospital  plant  facilities  will  deteriorate  in  New  York  State,  mak- 
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ing  many  New  York  State  hospitals  substandard  providers  of  care. 
It  is  simply  unacceptable  for  the  Medicare  and  Medicaid  cuts  enun- 
ciated in  the  plan,  announced  by  the  administration  to  be  imple- 
mented as  part  of  the  legislative  package,  and  I  and  my  colleagues 
are  here  to  urge  that  those  cuts  not  be  implemented.  Thank  you 
very  much,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  JEFFREY  FRERICHS 
CABRINI  MEDICAL  CENTER,  MANHATTAN,  NEW  YORK 


For  more  than  a  century,  Cabrini  Medical  Center  has  delivered  to  the  Lower  East  Side  of 
Manhattan  what  federal  health  care  reform  now  promises  to  the  nation  -  a  wide  range  of  easily 
accessible,  community-based  primary  and  acute  care  services  to  area  residents  regardless  of  their 
income  or  insurance  status.  While  we  applaud  the  principles  behind  the  federal  effort,  we  are 
concerned  that  unless  health  care  reform  is  structured  with  sensitivity,  it  will  hinder  rather  than 
help  us  continue  meeting  our  patients'  needs  over  the  next  century. 

Cabrini,  like  most  hospitals  in  New  York  State  today,  is  more  than  a  building  in  which  acute 
care  and  emergency  care  is  provided.  Yes,  we  have  493  acute  care  beds  and  an  emergency 
dQ>artment  which  oversees  operation  of  a  paramedic  ambulance  service  as  well  as  a 
comprehensive  emergency  services  facility. 

But  we  also  are  a  center  for  all  levels  of  health  care.  In  addition  to  our  outpatient  department, 
which  provides  a  full  range  of  primary  medical  care,  subspecialty  care,  mental  health  and 
alcoholism  treatment  services  to  residents  of  lower  Manhattan  regardless  of  their  insurance  or 
income  status,  Cabrini  Medical  Center  also  encompasses: 

■  a  hospice  through  which  terminally  ill  patients  may  obtain  both  inpatient  and  home-based 
care; 

■  a  certified  home  health  agency; 

■  a  long-term  home  health  care  program; 

■  a  senior  citizen  lunch  program;  and 

■  a  storefront  health  information  center  that  offers  free  lectures,  screenings  and 
health  literature  to  the  community. 

In  addition,  Cabrini  Medical  Center  has  a  long  tradition  of  caring  for  patients  with  AIDS.  The 
first  cases  of  AIDS  were  diagnosed  at  Cabrini  in  1981,  and  in  November  1989  Cabrini  became 
a  State-Designated  AIDS  Center.  Each  day,  an  average  of  85  to  90  HIV-infected  patients 
receive  inpatient  care  at  Cabrini.  This  number  represents  approximately  20  percent  of  our 
general  medical/surgical  beds.  In  1993,  Cabrini 's  acute  and  primary  care  service  units  rendered 
31,700  days  of  care  to  patients  with  HIV-related  disease. 

Of  our  HTV  patients,  37%  have  a  history  of  drug  abuse  and  8%  to  10%  are  homeless.  As  noted 
in  a  recent  Health  Systems  Agency  publication,  "The  HIV  epidemic  is  the  engine  driving  much 
of  the  TB  resurgence  in  New  York  City."  Between  43%  and  56%  of  all  TB  patients  are  HIV 
positive,  although  some  hospitals  report  rates  of  up  to  75%.'  Further,  21%  of  patients  with 
confirmed  TB  are  homeless.  Recent  surveys  indicate  that  in  the  New  York  metropolitan  area 
nearly  900  beds  are  occupied  by  patients  with  known  or  suspected  Tuberculosis.  While  the  cure 
of  Tuberculosis  can  be  achieved  in  six  months,  a  longer  period  of  treatment  is  required  for  the 
HIV  positive  patient.   Drug  resistant  TB  can  take  up  to  two  years  to  cure. 

Despite  the  promises  of  universal  health  insurance,  we  fear  that  many  of  our  patients  will  be  left 
out.  How,  for  example,  do  you  get  a  health  security  card  to  a  homeless  person?  How  do  you 
ensure  that  a  drug-clouded  person  appropriately  exercises  his  or  her  right  to  health  care?  How 
do  you  even  get  a  drug-addicted  woman  to  enroll  in  managed  care  for  pre-natal  services,  let 
alone  guarantee  that  she  follows  her  doctor's  orders?  The  case  of  John  Doe,  an  HTV  positive 
intravenous  drug  user,  reflects  the  enormous  resistance  on  the  part  of  certain  patients  to 
participating  in  a  structured  system,  despite  the  obvious  advantages.  The  patient  first  visited  the 
Cabrini  Emergency  Room  in  April,  1991.  Although  the  patient  was  instructed  to  visit  the 
outpatient  department  for  follow-up  care,  John  Doe  did  not  seek  care  at  Cabrini  until  February 
of  1993.  Between  February  and  September  the  patient  returned  to  the  hospital  emergency  room 
twenty-three  times.  On  three  occasions  the  patient  was  admitted  for  inpatient  care.  However, 
on  each  of  these  occasions  the  patient  would  leave  against  medical  advice,  only  to  return  later 
that  day  to  be  readmitted.  During  this  seven  month  period,  John  Doe  would  at  times  seek  the 
resource  intensive  care  of  the  Cabrini  emergency  room  two  and  three  days  in  a  row.  Although 
the  hospital  secured  Medicaid  entitlements  for  the  patient,  and  encouraged  his  follow-up 
outpatient  care,  John  Doe  sought  only  emergency  care  and,  if  admitted,  stayed  only  as  long  as 
he  felt  was  necessary.  Health  care  reform  will  unlikely  have  little,  if  any,  effect  on  John  Doe 
and  the  countless  individuals  like  him. 

We  need  universal  health  insurance  which  covers  a  fiill  range  of  preventive,  primary,  acute. 
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chronic,  and  continuing  care  services.  But  we  also  need  more;  we  need  a  system  that  recognizes 
that  hospitals  have  been  -  and  will  be  -  the  safety  net  for  their  communities  and  that  these 
hospitals  must  be  given  the  financial  resources,  both  from  insurance  payments  and  other  sources, 
to  meet  their  needs. 

This  nation  will  never  provide  the  universal  care  that  our  people  need  if  the  government 
continues  to  cut  spending  on  medical  residents  and  the  physicians  who  train  them.  They  are 
the  only  doctors  who  will  work  in  inner  city  neighborhoods;  they  are  the  only  doctors  who  will 
treat  Medicaid  patients,  the  homeless,  and  patients  with  AIDS.  Before  it  is  assumed  that  interns 
and  residents  can  be  eliminated  without  adverse  effect  on  access  to  medical  care  by  inner  city 
residents,  it  should  be  recognized  that  access  to  care  in  New  York  City  has  been  accomplished 
because  of  the  presence  of  housestaff  and  faculty  in  the  teaching  hospitals.  As  a  means  of 
providing  care  to  the  poor  and  the  Medicaid  population,  graduate  medical  education  programs 
are  among  the  most  cost  effective  way  of  ensuring  and  expanding  access  to  care.  If  access  to 
physician  care  can  be  guaranteed  to  this  patient  population  through  health  care  reform,  our 
concerns  will  be  addressed.  However,  it  is  not  apparent  that  this  is  the  case  at  the  present  time. 

Likewise,  we  will  never  be  able  to  deliver  on  the  promise  of  universal  health  care  if  the  federal 
government  continues  to  cut  allocations  for  capital.  Earlier  this  year,  the  Hospital  Association 
of  New  York  State  released  a  study  done  by  Ohio  State  University  professor  and  researcher 
William  O.  Cleverley  regarding  the  fmancial  condition  of  New  York's  hospitals.  Dr.  Cleverley 
found  that  our  hospitals  are  starved  for  capital  and  lack  the  reserves  necessary  to  keep  up  with 
the  state-of-the-art  in  medical  care.  Dr.  Cleverley  concluded,  "Many  New  York  State  hospitals 
will  face  severe  financial  problems  with  the  possibility  of  significant  increases  in  closure  and 
bankruptcy.  It  is  also  very  likely  that  the  physical  and  technological  condition  of  hospital  plant 
facilities  will  deteriorate  in  New  York  State  making  many  New  York  State  hospitals  substandard 
providers  of  health  care  services  relative  to  U.S.  hospital  standards." 

This  is  why  the  Hospital  Association  of  New  York  State  and  the  American  Hospital  Association 
are  so  vehemenUy  opposed  to  the  Medicare  and  Medicaid  cuts  proposed  in  President  Clinton's 
Health  Security  Act  and  in  alternate  health  plans. 

If  you  look  closely  at  the  Clinton  plan,  for  example,  you  see  that  it  would  cut  $189  billion  fix>m 
Medicare  and  Medicaid  even  before  all  Americans  receive  their  guaranteed  health  benefits 
package.  In  other  words,  the  President  proposes  to  take  money  from  Peter  long  before  he  pays 
part  of  it  to  Paul.   This  is  unacceptable. 

Equally  unacceptable  is  the  misguided  notion  that  once  universal  health  insurance  is  provided, 
all  bad  debt  and  charity  care  will  be  magically  eliminated,  as  will  the  rationale  for  non-profit 
hospitals'  tax-exempt  status. 

To  put  it  bluntiy:  Universal  health  insurance  is  an  oxymoron.  There  simply  is  no  way  to 
guarantee  that  every  American  will  carry  a  health  insurance  card  and  there  is  no  way  to 
guarantee  that  Americans  who  carry  insurance  cards  can  and  will  pay  co-payments  and 
deductibles. 

Consequentiy,  hospitals  and  health  care  centers  such  as  Cabrini  will  continue  to  provide  charity 
care.  In  1992,  Cabrini  provided  more  than  $8  million  in  free  care.  While  we  expect  that  health 
reform  will  reduce  that,  we  know  it  will  not  eliminate  it.  The  Subcommittee  on  Select  Revenue 
Measures  is  to  be  commended  for  considering  development  of  new  standards  for  tax  exemption 
for  health  care  providers.  In  this  regard,  we  would  urge  you  to  look  at  New  York's  Community 
Service  Plan  process  as  a  model. 

Since  1991,  tiie  voluntary  hospitals  in  New  York  have  annually  published  Community  Service 
Plans  which  detail  the  health  care  needs  of  their  communities  and  how  the  hospitals  plan  to  or 
are  meeting  those  needs. 

At  Cabrini,  the  process  of  assessing  community  needs  is  simple:  We  review  the  statistics  that 
profile  the  health  status  of  our  community,  we  observe  trends  within  our  own  in  and  outpatient 
populations,  and  we  ask  area  residents  what  they  need.  We  developed  our  AIDS  treatment 
program  in  response  to  the  growing  incidence  of  AIDS  as  a  leading  cause  of  death  in  our 
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community.  Because  the  rates  of  cancer  deaths  in  our  community  exceed  both  Manhattan  and 
New  York  City  averages,  we  have  developed  a  continuum  of  oncology  services,  including  cancer 
detection  and  early  treatment  services,  comprehensive  inpatient  care,  and  the  medical  and 
supportive  services  available  through  the  Cabrini  Hospice.  We  offer  a  hot,  nutritious  lunch  to 
senior  citizens  five  days  a  week  because  we  know  that  a  balanced  diet  is  important  to 
maintaining  the  health  of  our  growing  elderly  population.  And  to  enable  frail,  isolated, 
homebound  elderly  to  continue  living  independently,  we  provide  free  supportive  services  to  over 
400  community  seniors  through  our  Outreach  to  the  Elderly  Program. 

Cabrini  is  not  unique  in  this  regard.  All  across  New  York,  hospitals  are  providing  their 
communities  with  services  that  are  too  often  overlooked.  There  is  a  hospital  in  western  New 
York  which  provides  motorized  transportation  to  health  care  for  its  largely  Amish  population. 
There  is  a  hospital  in  the  Southern  Tier  which  routinely  launders  the  clothing  of  indigent 
individuals  who  seek  treatment  in  their  emergency  room.  There  are  hospitals  all  over  New  York 
which  literally  bring  health  care  to  individuals'  homes  and  community  centers  via  vans  with  lead 
screening  equipment,  breast  cancer  testing  equipment,  and  childhood  immunization  serums. 

These  services  are  true  community  services  that  go  way  beyond  the  traditional  defmition  of 
charity  care.  They  must  continue  and  must  be  financed  in  whatever  health  reform  plan  emerges. 

In  summary  and  against  this  backdrop,  Cabrini  and  the  Hospital  Association  of  New  York  State 
recommend  that  any  health  reform  plan,  at  a  minimum,  contain: 

■  Universal  health  insurance  which  provides  a  comprehensive  package  of 
preventive,  primary,  acute,  chronic,  and  continuing  health  care  services, 
including  mental  health  and  substance  abuse  rehabilitation  services. 

■  Equal  coverage  for  all  Americans;  in  other  words.  Medicare  as  well  as  Medicaid 
should  be  folded  into  national  health  insurance. 

■  An  emphasis  on  community-based  health  planning. 

■  Recognition  of  the  important  role  that  academic  medical  centers  play  in  providing 
care  to  inner  city  and  disadvantaged  communities. 

■  An  adequate  level  of  capital  investment. 

■  Special  funding  to  comply  with  federal  guidelines  for  infection  control  related  to 
AIDS  and  TB. 

■  Shared  responsibility  among  employers,  citizens,  and  government  for  adequately 
financing  promised  health  care  services. 

■  Public  accountability  for  the  clinical  effectiveness  and  economic  efficiency  of 
health  plans. 

■  Antitrust  reforms  which  will  foster  collaboration  among  health  care  providers. 

■  Medical  liability  reforms. 

These  are  the  criteria  by  which  hospitals  in  New  York  will  evaluate  the  various  health  reform 
plans  which  emerge  in  Washington. 

As  a  non-profit  medical  center  -  and  one  which  reflects  the  religious  principles  and  humane 
values  of  its  foundress  St.  Frances  Xavier  Cabrini  ~  Cabrini  Medical  Center  has  as  its  mission 
community  service.  Within  our  hospital  mission  statement  you  will  find  the  following 
commitment:  "We  pledge  to  remain  aware  of  the  changing  needs  of  those  we  serve  and  to 
commit  both  human  and  financial  resources  to  future  efforts  which  continue  our  Cabrinian 
tradition  of  service,  compassion,  and  excellence."  What  we  ask  of  our  government  is  that  it 
provide  an  environment  in  which  we  can  do  just  that. 
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Mr.  Jacobs,  Mr.  FVerichs,  you  were  right  in  everything  you  said 
except  one  thing,  you  wouldn't  use  all  your  time.  You  used  more 
than  all  your  time. 

Mr.  Greenspan. 

STATEMENT  OF  BENN  GREENSPAN,  PRESffiENT  AND  CHIEF 
EXECUTIVE  OFFICER,  MOUNT  SINAI  HEALTH  SYSTEM,  Cffl- 
CAGO,  ILL. 

Mr.  Greenspan.  Thank  you,  Mr.  Jacobs.  Good  afternoon,  I  am 
Benn  Greenspan,  president  and  CEO  of  the  Mount  Sinai  Medical 
Center  not  in  New  York,  in  Chicago.  I  want  to  thank  you  and  the 
other  members  of  the  committee  for  the  opportunity  to  testify  today 
on  the  impact  of  health  reform  proposals  on  the  health  status  of 
low-income  and  underserved  communities. 

In  my  testimony  I  want  to  cover  three  areas.  First,  I  will  identify 
some  of  the  conditions  that  affect  the  delivery  of  health  care  in 
commimities  such  as  ours  with  particular  emphasis  on  the  exam- 
ples of  substance  abuse  and  violence. 

Second,  I  will  discuss  some  of  the  roles  these  issues  should  play 
as  we  consider  health  reform  and  any  expectation  we  have  that  it 
will  actually  improve  health  status  and  outcomes  for  our  commu- 
nities. 

Finally,  I  would  like  to  make  some  recommendations  on  specific 
points.  The  Mount  Sinai  health  system  is  a  network  primarily  serv- 
ing the  west  and  south  sides  of  Chicago,  including  some  of  the 
poorest  communities  in  Illinois  and  arguably  among  the  poorest  in 
the  Nation.  Our  not-for-profit  system  includes  an  acute  hospital,  a 
freestanding  rehab  hospital,  the  Schwab  Rehabilitation  Hospital, 
18  commimity-based  primary  care  sites,  five  satellite  ambulatory 
rehab  sites,  an  extensive  array  of  community  health  and  commu- 
nity mental  health  services  and  home  health  care  covering  most  of 
the  city. 

The  system  and  its  medical  center  is  a  469-bed  teaching  hospital 
that  provides  primary,  secondary,  tertiary  care  and  is  one  of  the 
major  providers  of  care  to  low-income  patients  in  the  State  of 
Illinois.  We  are  also  a  level  one  trauma  center,  the  highest  level 
certified  in  Illinois  and  a  level  three  perinatal  center,  again  the 
highest  level  certified  in  the  State. 

We  provide  care  to  high  risk  infants,  directly  and  through  our 
community  health  foundation.  Mount  Sinai  is  one  of  the  largest 
providers  of  community  health  care  programs  in  the  United  States. 
The  west  and  south  side  neighborhoods  that  we  serve  are  a  micro- 
cosm of  this  Nation's  urban  and  social  health  care  problems.  The 
areas  are  predominantly  African -American  and  Latino,  with  a  pov- 
erty rate  ranging  from  38  to  53  percent  around  us. 

Infant  mortality  rates  run  20  to  24  deaths  per  1,000  live  births 
in  our  community,  double  the  national  average.  Rates  for  adoles- 
cent pregnancies,  low  birth  weight  infants  and  births  to  single 
mothers  are  all  extremely  high.  Health  status  in  general  is  very 
poor  in  these  communities.  Death  rates  for  virtually  every  major 
cause  of  mortality  are  nearly  double  those  of  the  rest  of  the  State 
and  the  Nation. 

Our  commitment  to  finding  solutions  to  these  problems  has  been 
shared  only  by  a  handful  of  institutions  in  the  Nation,  and  out  of 
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our  common  concern  many  of  us  have  come  together  as  the  Na- 
tional Association  of  Urban  Critical  Access  Hospitals,  and  I  have 
provided  material  to  the  committee  members  about  the  association. 

You  will  hear  more  about  us.  There  are  a  m3aiad  of  factors  that 
we  see  that  affect  health  status  and  the  ability  of  a  system  to  be 
effective  in  addressing  health  status.  These  factors  include  poverty, 
crime,  inadequate  housing,  lack  of  education  and  many  others. 

What  I  would  like  to  focus  on  today  are  just  two  factors — sub- 
stance abuse  and  violence — and  to  discuss  the  impact  that  they 
have  on  the  health  status  of  our  community  and  on  the  develop- 
ment of  a  nationally  reformed  system  of  health  care. 

The  community  served  by  Mount  Sinai  I  will  recognize  having  a 
significant  incidence  of  alcohol  and  substance  abuse.  There  is  vir- 
tually no  service  that  Mount  Sinai  offers  that  is  not  in  some  signifi- 
cant way  affected  by  the  issue.  Let  me  begin  with  maternal  and  in- 
fant health  care. 

Mount  Sinai  is  a  major  provider  of  maternity  services  to  Chicago 
and  a  level  three  perinatal  center.  As  such,  we  provide  a  significant 
amount  of  care  to  high  risk  mothers  and  infants.  Approximately  30 
percent  of  all  the  babies  bom  at  our  hospital  show  evidence  of  ma- 
ternal substance  abuse. 

Analysis  of  the  data  on  our  own  patients,  along  with  other  stud- 
ies, has  demonstrated  to  us  that  use  of  prenatal  care  alone  does  not 
have  a  significant  impact  on  maternal  substance  abuse,  nor  does  it 
significantly  improve  those  patients'  maternal  outcomes.  A  large 
scale,  long-term  study  in  Massachusetts  recently  published  in 
JAMA  also  showed  that  providing  coverage  for  prenatal  care  in 
general  failed  to  make  any  significant  improvement  in  the  use  of 
such  care  and  therefore  in  outcomes. 

It  is  clear  to  all  of  us  that  potent  adverse  social  forces  must  be 
addressed  directly  in  order  to  be  overcome,  so  we  have  committed 
our  institution  to  offering  programs  that  are  outside  the  normal 
range  of  those  services  available  to  most  maternity  patients.  Chi- 
cago, like  most  cities,  for  example,  has  an  extreme  shortage  of  sub- 
stance abuse  treatment  slots  for  low-income,  pregnant  and 
parenting  women. 

In  the  past  when  we  identified  a  woman  who  was  not  only  in 
need  of  treatment  but  actively  seeking  it,  we  couldn't  find  a  slot  to 
treat  her.  Mount  Sinai  had  to  start  its  own  programs.  Fresh  Start 
combines  therapy,  parenting  education,  day  care,  case  manage- 
ment, and  intensive  home  care  and  we  now  have  parents  who  do 
succeed  in  beating  their  addictions  and  taking  care  of  their  fami- 
lies. It  is  also  critical  to  note  that  having  a  substance  abuse  prob- 
lem greatly  diminishes  the  likelihood  that  a  patient  will  seek  pre- 
natal care,  even  if  she  has  access  to  it. 

As  an  example.  Mount  Sinai  doesn't  turn  away  patients  without 
insurance  and  has  an  extensive  primary  care  network.  Nonethe- 
less, a  significant  percentage  of  our  maternity  patients  present  in 
our  ER  without  prior  prenatal  care  or  seek  care  very  late  in  the 
pregnancies.  Qn  one  recent  study  we  found  that  pregnant  women 
using  drugs  are  seven  times  less  likely  to  seek  prenatal  care  than 
women  who  do  not  use  drugs.  It  is  of  great  concern  to  us.  Therefore 
we  offer  a  number  of  outreach  and  case  management  services. 
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In  order  to  effectively  treat  the  ongoing  development  problems 
associated  with  high  risk  births,  Sinai  and  Schwab  have  jointly  run 
a  comprehensive,  early  intervention  program  for  high  risk  children 
from  birth  to  age  3.  Every  single  child  currently  enrolled  in  the 
program's  problems  are  related  to  maternal  substance  abuse. 

Maternity  is  not  the  only  area  in  which  we  encounter  the  prob- 
lem. There  is  a  level  one  trauma  center,  we  have  over  2,000  level 
one  traumas  each  year.  It  has  become  clear  to  us  that  alcohol  and 
drug  abuse  play  a  major  role.  Of  the  1,094  level  one  traumas  in  the 
first  7  months  of  this  year,  656  showed  evidence  of  alcohol  use. 

While  Mr.  Califano's  study  earlier  today  spoken  of  noted  that 
more  than  20  percent  of  the  Medicaid  costs  are  probably  attrib- 
utable to  substance  and  tobacco  abuse,  our  experience  anecdotally 
shows  that  80  percent  of  the  medical  admissions  under  the  age  of 
50  coming  through  our  emergency  room  have  chemical  dependency- 
related  illnesses,  an  enormous  cost,  Mr.  Jacobs. 

We  have  now  reached  the  point  additionally  where  gunshot  has 
become  a  major  cause  of  spinal  cord  injury.  This  is  not  like  the  rest 
of  the  United  States  and  is  not  amicable  to  a  national  health  solu- 
tion standardized  for  the  country.  I  present  this  picture  to  call  at- 
tention to  the  fact  that  the  problems  of  the  underserved  are  com- 
plicated, multifaceted  and  difficult  to  address. 

Finally,  I  would  like  to  present  just  three  principles.  The  first 
principle  is  that  coverage  for  care  is  not  the  same  as  access  to  care. 
As  we  can  see  with  many  of  our  patients,  other  barriers  exist  be- 
sides coverage.  Gang  territory  lines  can  be  as  significant  a  barrier 
as  a  brick  wall.  Fear  can  be  as  significant  a  barrier  as  mileage. 
Lack  of  security  can  stop  more  providers  from  being  available  than 
lack  of  coverage.  I  would  like  to  make  a  second  principal  point. 

Prenatal  care  alone  has  no  significant  impact  if  the  use  of  care 
is  not  carried  forth.  Therefore,  a  broad  range  of  services  is  nec- 
essarv  to  effect  use  of  care.  The  third  principle  is  that  even  with 
health  care  coverage  many  of  the  patients  in  our  communities  we 
must  actively  seek  will  not  be  sought  after  by  mainstream  health 
providers.  They  continue  to  be  perceived  as  undesirable  patients 
and  may  not  receive  the  range  of  services  they  need  from  all  pro- 
viders. Differential  payment  is  only  one  factor. 

Variation  of  benefits  is  only  one  factor.  The  underlying  social 
conditions  of  our  community  cause  many  of  our  patients  to  have 
problems  that  most  providers  don't  want  to  deal  with  and  they  are 
not  committed  to  addressing  it.  Three  quick  solutions  and  I  am 
done,  Mr.  Chairman. 

First,  the  implication  is  that  health  reform  as  it  affects  our  inner 
city  and  disadvantaged  communities,  must  acknowledge  that  even 
universal  health  care  coverage  will  not  guarantee  access  to  care.  In 
order  to  improve  health  care  status  we  must  support  the  additional 
services  that  are  needed  to  actively  engage  patients  in  the  system 
of  care. 

It  is  not  only  an  ethical  issue,  it  is  a  matter  of  national  self- 
interest.  Second,  the  cost  of  care  in  underserved  communities  is 
gfreater  than  elsewhere.  We  must  recognize  the  need  to  support  the 
institutions  that  have  demonstrated  the  creativity,  the  expertise, 
and  the  commitment  to  providing  that  service. 
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Third,  and  finally,  the  concept  of  essential  community  providers 
must  be  encouraged.  This  means  public  and  private,  critical  access 
providers,  primary  care  and  the  referral  services  that  support  pri- 
mary care.  There  is  no  reason  to  believe  that  coverage  will  auto- 
matically make  all  patients  equally  desirable  to  the  mainstream 
health  care  providers  or  that  all  providers  will  be  committed  to  the 
complex  range  of  care  and  services  necessary  to  serve  these 
patients. 

We  must  encourage  the  quality  providers  who  engage  under- 
served  communities  to  continue  to  do  so.  I  would  like  to  thank  the 
committee  for  this  opportunity  to  discuss  health  care  needs  for  un- 
derserved  communities. 

[The  prepared  statement  and  attachment  follow:] 
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TESTIMONY  OF  BENN  GREENSPAN 
THE  MOUNT  SINAI  HEALTH  SYSTEM,  CHICAGO,  ILLINOIS 


Good  Morning.  I  am  Benn  Greenspan,  President  and  Chief  Executive  OflBcer  of  the  Mount  Sinai 
Health  System,  in  Chicago. 

I  would  like  to  thank  Chairman  Range!  for  the  oppcMtunity  to  testify  today  about  the  impact  of  health 
reform  proposals  on  the  health  status  of  low  incon«  and  underserved  communities.  In  my  testimony, 
I  will  cover  three  areas.  First,  I  will  identify  some  of  the  conditions  that  affect  the  health  status  and 
therefore  the  deUvery  of  health  care  in  communities  such  as  ours,  with  particular  emphasis  on  the 
impact  of  substance  abuse  and  violence.  Second,  I  will  discuss  the  role  these  issues  should  play  as 
we  consider  health  reform  and  any  e;q>ectation  we  have  that  it  will  its  improve  health  status  and 
outcomes  for  our  communities.  Finally,  1  would  like  to  make  some  recommendations  on  specific 
points  of  the  health  care  reform  proposals  before  Congress. 

The  Mount  Sinai  Health  Syston  is  a  network  primarily  serving  the  West  and  South  Sides  of  Chicago, 
including  some  of  the  poorest  comnamities  in  Dlinois,  and  arguably  among  the  poorest  in  the  nation. 
Our  not  for  profit  System  bcludes  Mount  Sinai  Hospital  Medical  Center,  a  large  inner  city  general 
acute  care  teaching  hospital,  the  Schwab  Rehabilitation  Hospital  and  Care  Network,  eighteen 
a£51iated  community  based  primary  care  sites  (inchiding  thirteen  federally  qualified  heahh  centers), 
five  satellite  ambulatory  rehabilitation  clinics,  an  extensive  array  of  community  mental  health  services, 
and  home  health  care  services  covering  most  of  Chicago. 

Mount  Sinai  Hospital  Medical  Center,  the  acute  care  ho^ital  within  the  syston,  is  a  469  bed  teaching 
hospital  that  provides  primary,  secondary,  and  tertiary  care.  Mount  Sinai  today  is  one  of  the  m^or 
providers  of  care  to  low  income  patients  in  the  state  of  Illinois.  Only  S%  of  our  patients  are 
commercially  insured.  More  than  50%  are  covered  by  Medicaid.  Approximatdy  S%  of  our  patients 
are  undocumented  immigrants.  The  hoq)ital  also  provides  tens  of  millions  of  dollars  office  care  each 
year.  Our  mission  is  to  inq>rove  the  health  status  of  our  community,  and  to  continue  to  provide 
quality  health  care  irrespective  of  the  economic  status  of  a  patient.  We  define  health  care  in  the 
broadest  sense  required  to  achieve  improvment  in  the  health  status  of  our  community.  We  are 
fortunate  to  be  governed  by  a  Board  of  Trustees,  and  supported  by  a  founding  community  both  of 
vAach  explicitly  recognize  the  ethical  commitment  to  serve  our  local  community,  and  live  up  to  that 
commitment.  We  are  proud  that  we  are  able  to  continue  our  traditional  commitment  to  accept  all 
patients  regardless  of  their  ability  to  pay. 

We  are  a  Level  I  trauma  center,  the  highest  level  certified  in  the  state  of  Illinois.  We  are  also  a  Level 
m  Perinatal  Center,  again  die  highest  levd  certified  in  our  state,  providing  care  to  high  risk  mothers 
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and  in&nts.  We  operate  eighteen  primary  care  sites.  Directly,  and  through  our  Community  Health 
Foundation,  Mount  Sinai  is  one  of  the  largest  providers  of  community  health  care  programs  in  the 
United  States.  Mount  Sinai  has  received  national  recognition  for  our  commitment  to  conununity 
based  programs,  most  recoitly  as  the  recipient  of  the  American  Hospital  Association's  national  1 992 
Foster  McGaw  Award  for  bo^ital  excellence  in  community  service.  These  programs  include  school 
based  health  education  and  pregnancy  prevention,  primary  care  in  school  based  clinics,  conununity 
based  mental  health  services,  case  managonent  of  high  risk  pr^nancies,  WIC  nutrition  services,  high 
risk  pr^inancy  treatment  and  prevention,  parenting  education,  a  health  and  ministry  program  joining 
our  resources  with  area  churches,  tenant  organizing,  community  and  housing  redevelopment  and 
Health  Care  Partnership  building,  bringing  all  providers  together  in  the  interest  of  the  community. 

The  West  and  South  Side  neighborhoods  that  we  serve  are  a  microcosm  of  this  nation's  urban  social 
and  health  care  problems.  These  areas  are  predominantly  African-American  and  Latino,  with  poverty 
rates  ranging  from  38%  to  53%.  A  substantial  number  of  undocumented  immigrants  live  in  the 
communities  served  by  Mount  Sinai  and  are  treated  at  the  hospital  and  in  our  community  based 
primary  care  sites.  While  the  rest  of  the  country  was  working  to  lower  an  infant  mortality  rate  of  8 
deaths  per  thousand  live  births,  the  in&nt  mortality  rate  in  our  community  is  over  20  deaths  per 
thousand  live  births,  going  higher  than  24  per  thousand  in  one  of  our  community  areas.  Nearly  one 
third  of  the  births  in  this  community  are  to  adolescent  mothers  -  and  up  to  85%  of  the  births  in  many 
of  our  communities  are  to  single  mothers.  The  rate  of  low-birthweight  in&nts  in  the  area  tends  to 
be  50%  higher  than  that  for  the  state  as  a  whole. 

Maternal  and  infant  health  are  not  the  only  areas  of  signifrcam  health  problems  among  the 
underserved  members  of  our  community.  Health  status,  in  general,  is  very  poor  in  these  communities. 
Death  rates  from  heart  disease,  cerebrovascular  disease  and  cancer  are  more  than  double  those  in  the 
rest  of  the  state.  Deaths  rates  due  to  homicide,  dnhosis,  diabetes,  hypertension,  pneumonia,  iiyuries, 
and  firearm  incidents  are  all  extremely  high. 

It  is  impossible  to  talk  about  improving  heahh  status  and  outcomes  in  our  conmiunities  without 
looking  at  the  'aapad  of  the  social  and  economic  environment  on  the  lives  of  our  patients.  There  are 
an  abundance  of  fiK:tors  wfaidi  aSbcl  heahh  status,  and  the  response  of  the  health  care  system.  These 
&ctors  range  from  chronic  poverty  to  lack  of  proper  housing  to  inadequate  education.  What  I  would 
like  to  focus  on  today  are  two  of  these  factors  -  substance  abuse  and  violence  -  and  discuss  the 
implications  they  have  for  the  health  status  of  underserved  communities  throughout  the  nation  and 
for  the  development  of  an  effective  system  of  health  care  reform. 
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I  know  that  this  committee  will  be  hearing  today  about  the  national  impact  of  substance  abuse  on 
health  care  costs.  I  do  not  need  to  describe  to  you  the  negative  consequences  of  widespread 
substance  abuse  on  our  society  at  large.  Likewise,  I  am  sure  you  are  already  aware  of  the  health 
consequences  that  substance  abuse  has  on  individuals.  What  I  want  to  do  instead  is  to  provide  a 
picture  of  Msdiat  this  problem  means,  in  a  community  like  ours,  to  the  appropriate  provision  of  health 
care  services. 

The  communities  saved  by  Mount  Sinai  have  a  significant  incidence  of  alcohol  and  substance  abuse. 
There  is  virtually  no  service  that  we  offer  that  is  not  in  some  way  affected  by  this  issue.  Let  me  begin 
with  maternal  and  infant  heahh  care.  Mount  Sinai  is  a  major  provider  of  maternity  services  in 
Chicago,  with  over  3,500  deliveries  a  year.  As  a  Level  in  perinatal  center,  we  also  provide  a 
significant  amount  of  care  to  high  risk  mothers  and  infants.  The  continuing  vision  of  sick  mothers 
and  sicker  babies  has  driven  us  for  many  years  to  seek  earlier  interventions,  prevention,  solutions  to 
the  cycle  of  endless  human  loss  and  also  to  the  enormous  cost  that  surrounds  the  early  birth  of  low 
birthweight  and  poorly  cared  for  babies.  While  we  are  often  successful  in  helping  our  patients 
develop  the  skiUs  and  attitudes  that  result  in  the  delivery  of  a  healthy  baby;  while  we  often  succeed 
in  helping  create  a  protective  environment  that  results  in  the  delivery  of  a  healthy  baby;  while  we  are 
often  successful  in  helping  young  women  and  even  younger  girls  identify  life  goals  that  help  them 
make  healthful  decisions  avoiding  unwanted  pregnancies,  we  have  also  learned  that  this  critical 
improvement  in  health  status  is  not  simply  attained  by  the  issuance  of  an  insurance  card.  There  are 
many  factors  in  our  community,  and  others  like  it,  that  have  a  powerful  effect  on  the  actions  and 
decisions  of  the  people  who  live  there. 

Approximatdy  thirty  percent  of  the  in&nts  bom  at  Mount  Sinai  show  evidence  of  maternal  substance 
abuse.  Maternal  substance  abuse  is  a  major  factor  in  the  admission  of  many  of  the  children  on  our 
infant  intensive  care  unit.  Analysis  of  data  on  our  own  patients,  along  with  other  studies,  has 
dononstrated  to  us  that  simply  making  prenatal  care  available  does  not  have  a  significant  impact  on 
maternal  substance  abuse,  nor  does  it  significantly  improve  maternity  outcomes.  A  large  scale,  long 
term  study  in  Massachusetts,  recently  published  in  the  Journal  of  the  American  Medical  Association, 
again  validated  the  Mure  of  providing  coverage  for  prenatal  care  to  make  a  significant  improvement 
in  maternity  outcomes.  It  is  clear  that  potent  adverse  social  forces  must  be  addressed  directly  in  order 
to  be  overcome.  So,  we  have  committed  our  institution  to  offeiing  programs  that  go  beyond  the 
normal  range  of  services  needed  by  the  average  maternity  patient. 

Chicago,  like  most  big  cities,  has  an  extreme  shortage  of  substance  abuse  treatment  slots  for  low 


Ill 


income  pr^nant  and  parenting  women.  When  our  obstetricians,  pediatricians,  or  case  managers 
identified  a  woman  who  was  not  only  in  need  of  such  treatment,  but  was  activdy  seeking  it,  we  were 
unable,  even  for  this  motivated  group,  to  find  available  programs.  Therefore,  with  the  support  of  a 
Health  and  Himians  Services  grant.  Mount  Sinai  started  its  own  program,  called  Fresh  Start,  to 
provide  outpatient  substance  abuse  treatment  for  our  maternity  patients.  This  program  combines 
therapy  sessions,  parentir^  education,  day  care,  case  managemoit  and  intensive  home  visiting  services 
in  an  efibrt  to  support  the  commitment  of  these  motivated  women  to  solve  their  problem.  Through 
their  work  in  the  Fresh  Start  program,  these  parents  do  succeed  in  avoiding  costly  and  tragic 
outcomes. 

It  is  also  critical  to  note  that  having  a  substance  abuse  problem  greatly  diminishes  the  likdihood  that 
a  woman  will  seek  prenatal  care,  even  if  she  has  access  to  it.  As  I  noted  earlier.  Mount  Sinai  does 
not  turn  away  patients  without  insurance,  whether  at  our  primary  care  sites,  or  at  the  hospital.  We 
have  an  extensive  primary  care  network  providing  access  to  prenatal  services.  In  addition,  the  great 
majc»ity  of  our  matenuty  patiems  are  eligible  for  Medicaid.  Despite  this,  a  significam  percentage  of 
our  maternity  patients  present  in  our  emergency  department  without  prior  prenatal  care,  or  seek  care 
very  late  in  their  pr^nancies.  One  recent  study  found  that  pregnant  women  who  are  using  drugs  are 
seven  times  less  likely  to  receive  prenatal  care  than  women  who  do  not  use  drugs.  This  is  of  great 
concern  to  us.  We  have  no  chance  of  reducing  the  risk  factws  of  pregnancy  if  we  cannot  provide 
prenatal  care.  Therefore,  we  attempt  through  a  variety  of  outreach  and  case  management  activities, 
to  engage  these  women  in  prenatal  care.  Case  managers  work  with  these,  and  other  high  risk 
mothers,  to  confirm  appointmorts,  provide  transportation,  provide  day  care,  nurture  the  particulariy 
vulnerable  patients  who  need  support  and  eliminate  other  barriers  to  effective  prenatal  care. 

As  I  stated  earlio-,  a  significant  number  of  the  infints  bom  at  Mount  Sinai  show  evidence  of  maternal 
substance  abuse.  In  order  to  create  any  possibility  of  such  an  in&nt  maturing  successfully  into  a 
healthy,  productive  aduh  we  must  recognize  the  need  to  address  the  ongoing  developmental  problems 
this  will  cause  for  many  of  these  children.  Therefore,  Mount  Sinai  and  Schwab  Rdiab  joimly  run  an 
early  intervemion  program  for  high  risk  children,  fix)m  birth  to  age  three.  This  program  provides 
comprehensive  health,  therapy,  and  family  support  services  and  is  supported  by  fimding  through  the 
federal  Part  H  Early  Intervention  Program.  Virtually  every  child  currently  enrolled  in  the  program 
has  health  and  developmental  problems  related  to  maternal  substance  abuse. 

Mount  Sinai  also  operates  both  an  inpatient  and  outpati«it  program  for  the  identification,  assessment, 
and  treatment  of  child  abuse.  The  immediate  community  that  the  hospital  is  located  in  is  one  of  the 
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conununities  at  highest  risk  for  child  abuse  in  the  state  of  Illinois.  According  to  the  National 
Committee  for  the  Prevention  of  Child  Abuse,  substance  abuse  is  one  of  the  major  risk  factors  in  our 
community  for  child  abuse. 

What  we  cannot  yet  document,  but  know  from  anecdotal  observation,  is  the  continuing  impact  of 
substance  abuse  within  a  &mily  on  the  health  of  children.  In  addition  to  classic  abuse  and  neglect  of 
the  children,  we  are  aware  that  substance  abuse  affects  the  ability  of  the  parents  to  recognize  the  need 
for,  and  seek  appropriate  care  and  services  for  their  children,  and  affects  a  host  of  issues  within  a 
family. 

Mount  Sinai  is  also  a  Level  I  trauma  center,  with  over  2,000  trauma  injuries  seen  each  year.  Later 
on  in  my  testimony,  I  will  return  to  this  area  to  discuss  the  impact  of  violence  in  our  community. 
However,  it  has  become  dear  to  us  that  both  alcohol  and  drug  use  play  a  major  role  in  the  incidence 
of  trauma.  We  recently  studied  trauma  patients  treated  in  the  first  seven  months  of  this  year.  Of  the 
1,094  trauma  patients  seen  in  that  time  period,  6S6  showed  evidence  of  alcohol  use  and  687  showed 
evidence  of  other  drug  use.  We  are  currently  analyzing  what  percentage  showed  evidence  of  both 
alcohol  and  drug  use. 

Our  experience  with  our  general  medicine  patients  also  bears  out  what  the  Columbia  University 
Center  on  Addiction  and  Drug  Abuse  study  showed.  Substance  abuse  causes  complications  for  our 
patients  admitted  for  a  wide  spectrum  of  conditions. 

At  our  Schwab  Rehabilitation  Hospital  and  Care  Network,  substance  abuse  is  a  significant  issue  in 
the  rehabilitation  of  both  pediatric  and  adult  patients.  Many  of  the  children  referred  from  our  acute 
care  facility  are  treated  at  Schwab  for  problems  related  to  maternal  substance  abuse.  Many  of  the 
ii^uries  resulting  in  the  need  for  rehabilitation  have  substance  abuse  as  a  cause.  Schwab  is  currently 
involved  in  a  treatment  and  research  program  for  substance  abuse  among  head  trauma  patients. 


The  second  public  health  issue  I  would  like  to  discuss  that  is  of  particular  concern  to  us  is  the  impact 
of  violence  on  the  lives  of  the  young  men  in  our  community.  It  is  no  secret  that  violence  is  the  single 
major  public  health  problon  for  these  young  men.  As  a  Level  I  trauma  center,  we  are  acutely  aware 
ofthisfea.  Most  trauma  cartCTS  primarily  treat  victims  ofmotor  vehicle  accidents.  At  Mount  Sinai, 
we  are  far  more  likely  to  be  treating  victims  of  what  the  state  of  Illinois  politely  calls  penetrating 
trauma  —  gunshot  wounds  and  knife  wounds.  Wdl  over  half  of  the  trauma  patients  we  treat  at  Mount 
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Sinai  are  the  victims  of  penetrating  trauma.  Sadly,  many  of  these  patients  are  seen  more  than  once 
through  our  trauma  center.  We  have  begun  to  track  such  patients,  for  whom  trauma  is,  amazingly 
enough,  a  chronic  recurring  disorder.  We  recently  had  an  incidem  where  a  leader  of  a  local  gang  and 
two  members  of  his  group,  all  with  gunshot  wounds,  having  survived  an  assasination  attempt  drove 
themselves  to  Mount  Sinai  for  treatment,  knowing  from  their  own  experiences  and  those  of  their 
friends  which  emergency  room  to  go  to  for  gunshot  wound  treatment.  A  significant  percentage  of  the 
rdiabilitation  patients  treated  at  Schwab  are  also  victims  of  violence.  We  now  have  reached  the  point 
where  gunshot  is  the  major  cause  of  spinal  chord  injury  seen  in  our  community.  Such  events  cause 
a  rolling  impact  throughout  the  community  and  throughout  our  institutions.  It  is  not  merely  the 
unreimbursed  cost  of  providing  the  "$100,000  phis"  acute  treatment  for  the  major  gunshot  victim. 
It  is  not  simply  the  SlNilllion  in  lifetime  rehabilitation  and  maintenance  costs  that  we  will  all  have  to 
share  in.  There  is  the  recurring  cost  of  transporting  patients  and  staff  who  no  longer  feel  safe  going 
to  and  from  health  care  facilities.  There  is  the  recurring  expense  of  having  to  provide  extraordinary 
security  to  protect  those  Polities,  staff,  patients,  and  visitors.  There  is  the  escalating  cost  of  paying 
staff  adequately  to  compensate  for  the  additional  risks  they  perceive.  Above  all  else  there  is  the 
immeasurable  toll  taken  on  the  community  by  the  pervasive  fear  of  violence.  The  isolation  of  the 
elderly,  the  shutting  in  of  children  by  protective  parents,  the  passing  along  of  the  ethos  of  violence 
to  a  new  geweration  all  reflect  themselves  in  the  diminished  vitality  of  the  people  of  communities  like 
ours,  and  cost  our  broader  society  dearly. 


We  present  this  picture  of  the  health  of  our  community  to  call  attention  to  the  fact  that  the  problems 
of  the  underserved  are  complicated,  muhi-fikceted,  and  difficult  to  address.  While  we  believe  that  the 
President's  Health  Security  Plan  takes  many  m^r  and  important  steps  towards  comprehensive  reform 
of  the  health  care  system,  we  feel  it  is  important  that  the  special  needs  of  underserved  communities 
such  as  ours  receive  greater  recognition  and  attention.  If  we  are  to  have  a  true  impact  on  health 
status,  and  on  outcomes  for  our  patients,  we  must  recognize  some  important  principles. 

The  first  pruid|)le  is  that  guaraitteed  coverage  for  care  is  not  the  same  as  guanmteed  access  to  care, 
and  that  even  access  does  not  ahvays  guarantee  the  use  of  effective  health  care  As  we  see  with  many 
of  our  patients,  other  barriers  besides  coverage  exist  for  care.  Women  with  a  substance  abuse 
problem  who  are  unwilling  or  afraid  to  seek  care  do  not  have  true  access.  Women  whose  substance 
abuse  causes  them  to  engage  in  behaviors  that  interfere  with  seeking  care  do  not  have  true  access. 
A  commitment  to  outreach,  case  management,  and  the  provision  of  supplementary  services  is  critical 
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to  providing  the  access  to  care  that  we  believe  is  necessary  to  improve  the  health  of  our  people. . 

The  second  principle  is  that  even  access  to  and  use  of  customary  effective  health  care  may  not 
significantly  affect  outcomes  and  health  status  in  chronically  underserved  communities.  As  we  noted 
above,  prenatal  care  alone  has  little  significant  impact  on  maternal  substance  abuse.  A  broad  range 
of  services  is  necessary  to  effectively  engage  patients.  A  recent  article  in  the  July  7,  1993  Journal  of 
the  Amoican  Medical  Association  dononstrated  that  mere  access  to  care  through  expanded  insurance 
coverage  did  not  have  an  appreciable  effect  on  poor  pregnancy  outcome.  This  data  comes  as  no 
surprise  to  us  at  Mount  Sinai.  We  have  long  been  aware  that  a  specifically  tailored  comprehensive 
set  of  services  is  necessary  to  affect  outcome  among  vulnerable  patients.  We  have  been  fortunate 
enough  to  have  support  for  a  large  network  of  community  health  services  that  supplement  basic 
medical  care,  and  have  been  demonstrated  to  be  highly  successfiil  in  their  impact  on  health  outcomes. 
For  example.  Mount  Sinai  has  provided  intensive  case  management  services  for  women  at  high  risk 
of  poor  pregnancy  outcome.  Case  managers  ensure  that  patients  receive  a  complete  assessment  of 
their  medical  and  social  service  needs,  arrange  appointments,  provide  follow-up  if  appointments  are 
missed,  make  arrangements  for  transportation  or  child  care,  and  provide  referrals  to  related  services, 
such  as  nutrition  or  substance  abuse  treatment.  In  one  typical  year,  when  the  program  enrolled  150 
high  risk  women,  among  whom  the  normal  expectation  would  have  been  30  high  risk  births,  not  a 
single  low  birthweight  infant  was  bom  to  program  participants.  Each  of  these  women  was  at 
extremely  high  risk  of  delivering  a  low  birthweight  infant  The  cost  of  dehvering  these  specifically 
tailored  services  is  minimal  -  less  than  $25,000  a  year  for  the  whole  group.  The  savings  for 
preventing  even  one  low  birthweight  delivery  can  be  well  over  $100,000.  The  savings  in  terms  of 
quality  of  life  for  these  children  and  their  families  is  incalculable.  The  savings  to  society  in  avoiding 
institutional  dependency  is  unimaginable. 

We  must  also  broaden  our  definition  of  care  if  we  are  to  truly  affect  outcomes.  Our  trauma  center 
has  excellent  statistics  for  patient  survival  of  gunshot  wounds.  These  are  meaningless,  however,  if 
we  cannot  afiect  the  risk  behavior  and  the  social  conditions  that  send  these  young  men  through  our 
emergency  room  again  and  again. 


The  third  principle  is  that,  even  with  health  insurance  coverage,  many  of  these  patients  may  not  be 
actively  sought  after  by  health  care  providers,  and  are  certainly  unlikely  to  receive  the  range  of 
services  they  need  fixim  all  providers.  The  undralying  social  conditions  of  our  community  cause  many 
of  our  patients  to  have  a  higher  acuity  of  illness,  and  to  be  in  need  of  an  expensive  range  of  services. 
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EfiFective  treatment  will  also  demand  a  commitment  from  providers  to  make  these  services  "user 
friendly"  with  additional  amenities  such  as  transpcMtadon,  case  management,  intensive  social  services, 
and  day  care.  These  are  not  services  that  all  providers  are  experienced  in,  or  have  demonstrated  a 
commitment  to  provide. 

It  is  an  unfortunate  &ct  of  our  health  care  system  that  many  institutions  feel  that  more  affluent 
patients  will  not  choose  services  at  a  hospital  with  a  large  population  of  poor  patients.  Additionally, 
poverty  and  uninsured  status,  which  will  continue  to  follow  many  patients  such  as  undocumented 
immigrants,  is  often  perceived  to  be  associated  with  social  groupings  with  which  many  institutions 
do  not  desire  to  be  identified. 

What  then,  are  the  implications  here  for  health  care  reform  as  it  affects  our  inner  city  and 
disadvantaged  communities.  First,  we  must  acknowledge  that  health  insurance  coverage  will  not 
guarantee  access  to  care.  If  we  genuinely  wish  to  improve  the  health  status  of  the  underserved 
communities  in  our  nation,  health  reform  must  support  those  additional  services  that  are  needed  to 
actively  engage  patients  in  a  system  of  care.  This  is  not  only  an  ethical  issue,  it  is  a  matter  of  self 
interest.  We  cannot  lower  the  cost  of  health  care  without  lowering  the  level  of  service  is  improving 
the  health  of  our  nation. 

Second,  we  must  recognize  the  need  to  support  those  institutions  that  have  demonstrated  the 
expertise  and  commitment  to  providing  those  services  which  bring  us  closer  to  that  goal.  The 
President's  plan  calls  for  the  elimination  of  disproportionate  share  payments,  based  on  the  notion  that 
provision  of  universal  access  eliminates  the  problem  of  unreimbursed  care.  But  the  current 
disproportionate  share  program  recognizes  more  than  the  need  to  provide  support  for  coverage  for 
the  uninsured.  It  recognizes  the  higher  costs  associated  with  treating  very  vulnerable  populations. 
It  recognizes  the  complex  range  of  services  that  are  necessary  to  adequately  affect  health  outcomes. 
It  recognizes  the  greatly  increased  cost  of  operating  in  the  adverse  environment  that  is  often 
associated  with  underserved  communities. 

Third,  the  concept  of  essential  community  providers  must  be  encouraged  and  expanded.  There  is 
no  reason  to  bdieve  that  coverage  will  automatically  make  all  patients  equally  desirable  to  health  care 
providers,  or  that  all  providers  will  be  oxnmitted  to  the  complex  range  of  care  and  services  necessary 
to  serve  many  of  our  patients. 

I  want  to  thank  the  Committee  for  this  opportunity  to  discuss  the  special  health  care  needs  of  many 
of  our  communities,  and  the  need  for  a  system  designed  to  improve  the  health  status  of  the  most 
vulnerable  members  of  our  society.  Thank  you. 
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National  Association  Of  Urban  Critical  Access  Hospitals 

Private,  Not-ForProfit  Hospitals  Working  in  Partnership  With  Government 


National  Association  of  Urban  Critical  Access  Hospitals: 
An  Overview 


Urban  Critical  Access  Hospitals  Defined 

Urban  critical  access  hospitals  are  located  in  cities;  they  are  private  and  non-profit; 
they  have  no  automatic  or  statutory  access  or  entitlement  to  direct  local  or  state  funds  for 
general  operating  purposes;  at  least  55  percent  of  their  patient  days  are  reimbursed  by 
Medicare  and  Medicaid;  at  least  10  percent  of  their  patient  days  are  Medicaid  days;  and  their 
total  hospital  days  must  be  at  or  above  the  60th  percentile  of  hospitals  in  comparably  sized 
Metropolitan  Statistical  Areas  (MSAs).   They  also  provide  significant  amounts  of  charity 


The  manner  in  which  urban  critical  access  hospitals  are  reimbursed  gives  them  a 
special  relationship  with  the  federal  government  because  they  are,  in  effect,  almost  totally 
dependent  on  government  for  their  reimbursement  -  and  for  their  survival. 

Urban  critical  access  hospitals  are  not  public  hospitals  and  should  not  be  confused 
with  public  hospitals.    While  they  can  be  found  in  similar  communities,  providing  similar 
services  to  similar  people  for  similar  compensation,  they  lack  the  similar  ability  to  draw 
directly  on  public  resources  for  financial  assistance.   When  public  hospitals  lose  money  on 
operatioi\s,  they  turn  to  local  or  state  governments  for  direct  financial  subsidies;  when 
critical  access  hospitals  lose  money  on  operations,  they  have  no  similar  patron  to  which  to 
turn.   When  public  hospitals  wash  to  build,  to  renovate,  or  to  introduce  new  services  that 
their  patients  and  communities  need,  they  have  a  public  source  of  funding  for  such 
improvements;  urban  critical  access  hospitals,  though  they  fill  identical  roles  in  their 
communities,  have  no  such  source  and  receive  no  comparable  government  support  or 
guarantees.   On  average,  over  25  percent  of  public  hospitals'  general  operating  funds  come 
from  direct  local  or  state  subsidies;  critical  access  hospitals  enjoy  no  such  subsidies. 


The  Problems  That  Urban  Critical  Access  Hospitals  Face 

Today's  health  care  environment  has  left  urban  critical  access  hospitals  in  critical 
financial  condition.  The  adequacy  of  Medicare  payments  varies  greatly,  depending  on  a 
given  hospital's  case  mix  and  geographic  location,  and  Medicare  is  constantly  threatened  by 
federal  cutbacks;  many  states  significantly  under-reimburse  providers  for  Medicaid  services; 
and  hospitals  in  low-income  communities  are  not  reimbursed  at  all  for  care  that  they 
provide  to  many  people  who  turn  to  them  for  help.   Urban  critical  access  hospitals  have 
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Uttle  opportunity  to  engage  in  the  cost-shifting  that  enables  hospitals  with  greater  numbers 
of  privately  insured  patients  to  survive  government's  historically  inadequate 
reimbursement  -  and  no  opportunity  to  have  compensation  for  those  inadequate  payments 
supplemented  by  a  public  benefactor. 

As  a  result,  critical  access  hospitals  work  with  much  smaller  operating  margins  than 
their  counterparts  with  more  favorable  payer  mixes;  frequently,  those  operating  margins  are 
too  small  to  meet  their  capital  needs.  Some  of  these  hospitals  survive  only  with  the  help  of 
dwindling  endowments,  bequests,  gifts,  and  contributions. 

These  hospitals  suffer  many  financial  hardships  precisely  because  they  are  urban. 
They  are  located  in  areas  wi\h  high  crime  rates  and  must  devote  significant  resources  to 
security  and  building  repairs;  they  pay  larger  insurance  premiums;  and  they  lose  privately 
insured  patients  because  of  their  location.  The  lengths  to  which  they  must  go  to  recruit  and 
retain  qualified  staff  often  are  overlooked  in  the  labyrinthian  calculations  of  Medicare  wage 
indexes,  insurance  industry  rate  formulas,  and  other  such  measures  that  determine  how 
they  are  padd  -  and,  too  often,  imderpaid  -  for  the  care  that  they  provide. 

Inadequate  reimbursement  and  operating  losses  make  it  difficult  for  critical  access 
hospitals  to  find  the  capital  that  they  need  to  fund  improvements.   Potential  lenders,  wary 
of  unfavorable  payer  mixes,  uncertain  locations,  and  unmanageable  uncompensated  care 
burdens,  view  critical  access  hospitals  as  high-risk  borrowers  to  whom  funds  should  be 
denied  or  offered  only  at  impossibly  high  rates  of  interest.  As  a  result,  critical  access 
hospitals  frequently  carry  unusually  large  outstanding  debts  for  their  capital  improvements. 

This,  in  turn,  further  damages  the  ability  of  critical  access  hospitals  to  attract  the 
privately  insured  patients  they  need  to  improve  their  finances  and  to  introduce 
improvements  needed  to  serve  their  communities  better.   Physical  plants  get  older  and  can 
no  longer  meet  the  grovdng  demands  of  modem  medicine.   Cost-saving  measures  that 
would  enable  the  hospitals  to  compete  for  managed-care  contracts  cannot  be  implemented. 
New  services  needed  by  the  community  cannot  be  introduced,  further  impairing  the 
hospitals'  ability  to  serve  their  communities  and  attract  new  patients.   For  American 
hospitals,  capital  funds  are  like  basic  nutrition:  deprived  of  them  for  a  brief  period  of  time, 
they  will  struggle  but  probably  endure;  denied  access  to  them  altogether,  they  will  certainly 
die. 


Critical  Access  Hospitals  -  Too  Important  To  Lose 

And  what  if  some  hospitals  die?  Many  people  do  not  view  this  as  a  problem  -  after 
all,  America  has  thousands  of  hospitals,  some  of  which  close  their  doors  every  year.  Surely 
the  loss  of  a  few  more  would  not  matter. 

But  it  would  -  if  they  were  urban  critical  access  hospitals. 

By  definition,  urban  critical  access  hospitals  are  the  health  care  providers  of  last 
resort  for  many  of  their  patients.  Because  of  where  they  are  located  and  the  specific  services 
that  they  offer,  critical  access  hospitals  often  are  the  only  providers  to  whom  residents  of 
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their  communities  can  turn  when  they  are  sick.    In  this  sense,  the  qualifying  criterion  that 
critical  access  hospitals'  total  patient  days  must  be  at  or  above  the  60th  percentile  of  hospitals 
in  comparably  sized  MSAs  speaks  to  the  importance  of  these  hospitals  within  their 
communities.   It  signifies  that  they  are  large  and  that  they  are  heavily  used,  and  that  the 
residents  of  their  communities  depend  on  then;  to  an  unusual  degree  in  comparison  to 
other  providers.  The  loss  of  such  hospitals  would  be  a  devastating  blow  to  those 
communities  that  other  providers  may  not  be  able  to  absorb. 


What  makes  these  communities  different  or  special?   They  are  in  economic  and 
social  disarray,  reeling  from  the  effects  of  high  rates  of  poverty,  low  rates  of  educational 
attainment,  and  few  employment  prospects.    They  suffer  from  major  health  problems,  most 
notably  high  rates  of  infant  mortality,  AIDS,  substance  abuse,  violence,  and  mental  illness. 

The  hospitals  that  serve  these  communities  also  are  different  and  special.   Often, 
they  are  their  community's  leading  employer.   Most  important,  they  offer  services  that  are 
critically  needed  and  otherwise  unavailable  -  prenatal  and  obstetric  care,  pediatrics,  health 
screenings,  AIDS  and  tuberculosis  services,  drug  and  alcohol  detoxification,  psychiatric 
services,  and  emergency  care.   They  often  "provide  extensive  and  numerous  outpatient  and 
primary  care  services  -  a  form  of  care  for  which  government  reimbursement  has 
historically  been  even  more  inadequate  than  for  inpatient  care.   In  many  cases,  neighboring 
hospitals  have  abandoned  such  services  because  of  the  patients  -  and  the  payers  -  whom 
they  attract.  If  critical  access  hospitals  were  to  close,  the  financial  problems  that  caused  their 
demise  would  simply  follow  their  former  patients  to  other  hospitals. 

Finally,  urban  critical  access  hospitals  are  essential  for  the  training  of  future  medical 
professionals  -  not  just  doctors,  but  also  nurses  and  the  scores  of  other  allied  health 
professionals  that  constitute  the  American  health  care  delivery  system.   Historically,  health 
care  professionals  who  work  in  urban  environments  were  trained  in  such  settings,  and 
without  these  training  programs,  urban  critical  access  hospitals  v^ll  face  an  even  greater 
shortage  of  qualified  professional  help  than  they  encounter  today. 


Conclusion 

Urban  critical  access  hospitals  are  a  vital,  irreplaceable  part  of  the  American  health 
care  system.   In  a  very  real  sense,  they  are  partners  of  government.  Their  role  in  the 
delivery  of  care  in  this  nation  is  unique,  and  the  needs  that  arise  from  this  special  role  are 
unique  as  well.   Whether  in  weighing  the  merits  of  individual  pieces  of  legislation  or  as 
part  of  the  debate  on  the  future  direction  of  the  health  care  system  in  this  country,  the 
special  needs  of  these  hospitals  must  be  satisfactorily  addressed  if  the  communities  they 
serve  are  to  continue  receiving  the  health  care  services  they  need. 
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Mr.  Jacobs.  Mr.  Fertel. 

STATEMENT  OF  STANLEY  FERTEL,  PRESmENT,  JEWISH 
MEMORIAL  HOSPITAL,  ROXBURY,  MASS. 

Mr.  Fertel.  Thank  you,  Mr.  Chairman.  Gk)od  afternoon.  My 
name  is  Stanley  Fertel.  I  am  the  president  of  Jewish  Memorial 
Hospital  and  Rehabilitation  Center,  a  207-bed  chronic  disease  hos- 
pital located  in  the  Roxbury  neighborhood  of  Boston,  Mass.  We  par- 
ticipate as  a  long-term  hospital  under  the  Medicare  program  and 
over  90  percent  of  our  patients  are  admitted  from  inner-city,  acute 
care  hospitals. 

Like  the  neighborhood  of  Harlem  that  Chairman  Rangel  rep- 
resents, Roxbury  is  a  neighborhood  characterized  by  pervasive  un- 
employment, rampant  poverty  and  high  crime,  compounded  by 
problems  associated  with  substance  abuse.  Roxbury  has  the  highest 
homicide  and  violent  crime  rate  in  the  city  of  Boston. 

I  want  to  talk  today  about  a  fundamental  point  for  inner  city 
health  care  providers — the  well-being  of  our  patients  in  a  reformed 
health  care  system.  Jewish  Memorial  Hospital's  patients  are  highly 
complex,  medically  involved  with  multiple  illnesses  due  to  disease 
or  trauma  and  require  an  intensity  of  care  not  generally  available 
in  other  settings. 

They  include  patients  with  AIDS  often  caused  by  substance 
abuse,  patients  with  drug-related  infections,  patients  with  multiple 
trauma,  oflen  related  to  drugs,  alcohol,  gunshots,  and  drug  over- 
dose, and  ventilator-dependent  patients  resulting  oftentimes  from 
drug  trauma.  We  also  focus  on  the  health  needs  facing  a  minority 
community,  including  patients  with  hypertension  and  related  diag- 
noses, such  as  stroke,  diabetes  and  cardiac  failure. 

We  operate  a  program  for  pediatric  outpatient  services  for  mul- 
tiply handicapped,  developmentally  disabled,  low  birthweight  ba- 
bies born  of  mothers  who  are  oflen  drug  abusers.  I  am  enclosing 
with  my  testimony  a  brochure  describing  this  program. 

Like  many  chronic  disease  and  rehabilitation  hospitals,  we  essen- 
tially have  only  two  payors — Medicare  and  Medicaid.  The  Medicare 
program  accounts  for  approximately  78  percent  of  all  admissions  to 
our  hospital.  When  these  patients  have  a  prolonged  stay,  they  ex- 
haust entitlement  to  Medicare  benefits  and  become  Medicaid  de- 
pendent. As  a  result,  it  is  crucial  that  our  hospital  have  stability 
and  payment  source  and  benefit  requirements  under  health  care 
reform. 

We  are  concerned  that  the  proposed  managed  competition  ap- 
proach will  result  in  inner-city  chronic  hospitals  seeing  a  diversion 
of  their  shorter  stay,  less  expensive  cases  to  hospitals  in  other 
areas  that  participate  in  a  managed  care  network  and  which  may 
not  be  able  to  treat  those  patients  as  well  or  as  fully  as  we  are 
able. 

One  characteristic  of  our  patient  is  that  they  cannot  be  treated 
in  another  setting  because  of  their  needs  for  hospital  level,  long- 
term  rehabilitative  care,  focusing  on  multiple  body  system  failures. 
Health  care  reform  should  create  demand  for  long-term  hospitals 
as  more  prospectively  determined  payments  to  acute  care  hospitals 
encourage  quicker  discharges  of  patients  who  still  need  hospital 
level  of  care.  But  even  more  importantly,  rather  than  finding  the 
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most  cost-effective  placement  for  a  patient,  health  care  reform 
should  result  in  the  most  medically  effective  placement  for  a 
patient. 

I  believe  that  health  care  reform's  bottom  line  shouldn't  be  mere- 
ly a  financial  one.  It  should  and  must  be  the  well-being  of  our  pa- 
tients. Long-term  hospitals  are  uniquely  qualified  to  treat  the 
range  of  rehabilitative  and  chronic  hospital  programmatic  services 
that  our  patients  require. 

It  is  not  clear  that  the  Clinton  reform  plan  recognizes  this.  So 
that  the  Jewish  Memorial  Hospital  as  an  inner-city,  long-term  hos- 
pital may  properly  fulfill  its  mission,  I  would  ask  tnat  your  commit- 
tee consider,  first,  inner-city  chronic  hospitals  with  a  duly  entitled 
Medicare  and  Medicaid  patient  level  in  excess  of  25  percent  should 
be  deemed  essential  providers.  Health  plans  should  be  required  to 
contract  with  these  providers. 

Second,  reinstatement  of  the  provision  of  the  Medicare  Cata- 
strophic Coverage  Act  that  repealed  the  Medicare  hospital  day 
limit  would  free  my  hospital  from  unreasonable  and  unfair  Medic- 
aid reimbursement  and  utilization  review  guidelines  and  policies. 

The  60-day  spell  of  illness  limitation  under  the  Medicare  pro- 
gram is  inconsistent  with  the  nationally  guaranteed  benefits  pack- 
age in  the  President's  bill.  I  would  recommend  that  the  day  limita- 
tion for  Medicare  hospital  benefits  be  repealed. 

Third,  please  reject  attempts  like  those  proposed  in  President 
Clinton's  earlier  proposal  to  reimburse  long-term  hospitals  in  the 
manner  of  skilled  nursing  facilities.  Furthermore,  the  newer  pro- 
posal to  place  a  moratorium  on  designation  of  long-term  hospitals 
fails  to  recognize  the  role  these  facilities  can  play  in  a  reformed 
health  care  system. 

We  would  like  to  work  with  Congress  to  devise  a  more  workable 
policy.  Fourth  and  finally,  retain  tax  exempt  status  for  hospitals 
that  treat  large,  low-income  populations.  Our  mere  presence  in 
Roxbury  by  definition  is  a  benefit  to  that  community,  which  is  the 
IRS  test  for  tax  exempt  status  as  set  forth  in  revenue  ruling  69- 
545. 

I  wish  to  thank  you  sincerely  for  the  privilege  of  appearing  here 
before  your  committee  and  I  would  entertain  any  questions.  Thank 
you. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  STANLEY  FERTEL 

PRESIDENT,  JEWISH  MEMORIAL  HOSPITAL 

THE  ROLE  OF  INNER- CITY  CHRONIC  HOSPITALS  IN  A 

REFORMED  HEALTH  CARE  SYSTEM 
HEARING  BEFORE  THE  COMMITTEE  ON  WAYS  AND  MEANS 
SUBCOMMITTEE  ON  SELECT  REVENUE  MEASURES 
NOVEMBER  9,  1993 


Good  morning.   My  name  is  Stanley  Fertel,  the  President  of  Jewish 
Memorial  Hospital  in  the  Roxbury  neighborhood  of  Boston,  Massachusetts.   We 
are  a  207 -bed  chronic  disease  and  rehabilitation  hospital  that  is  certified  as 
a  "long-term  hospital"  under  the  Medicare  program.   Over  ninety  percent  of  our 
patients  are  admitted  from  inner-city  acute  care  hospitals. 

Like  the  neighborhood  of  Harlem  that  Chairman  Rangel  represents,  Roxbury 
is  a  neighborhood  characterized  by  pervasive  unemployment,  rampant  poverty, 
and  high  crime  compounded  by  problems  associated  with  substance  abuse. 
Roxbury  has  the  highest  homicide  and  violent  crime  rate  in  the  City  of  Boston. 

I  want  to  talk  today  about  a  fundamental  point  for  inner  city  health 
care  providers:   the  well-being  of  our  patients  in  a  reformed  health  care 
system. 

Jewish  Memorial  Hospital's  patients  are  highly-complex,  medically- 
involved  with  multiple  illnesses  due  to  disease  or  trauma  and  require  an 
intensity  of  care  not  generally  available  in  other  settings.   They  include: 

•  Patients  with  AIDS,  often  caused  by  substance  abuse; 

•  Patients  with  drug-related  infections; 

•  Patients  with  multiple  trauma,  often  related  to  drugs, 
alcohol,  gunshots,  and  drug  overdose; 

•  Ventilator -dependent  patients,  resulting  from  drug  trauma. 

We  also  focus  on  the  health  needs  facing  a  minority  community,  including 
patients  with  hypertension  and  related  diagnoses  such  as  stroke,  diabetes,  and 
cardiac  failure.   We  operate  a  program  for  pediatric  outpatient  services  for 
multiply-handicapped,  developmentally  disabled  low  birthweight  babies  bom  of 
mothers  who  are  often  drug  abusers.   I  am  enclosing  with  my  testimony  a 
brochure  describing  this  program. 

Like  many  chronic  disease  and  rehabilitation  hospitals,  we  essentially 
have  only  two  payors:   Medicare  and  Medicaid.   The  Medicare  program  accounts 
for  approximately  78X  of  all  admissions  to  our  hospital.   When  these  patients 
have  a  prolonged  stay,  they  exhaust  entitlement  to  Medicare  benefits,  and 
become  Medicaid  dependent. 

As  a  result,  it  is  crucial  that  our  hospital  have  stability  in  payment 
source  and  benefit  requirements  under  health  care  reform.   We  are  concerned 
that  the  proposed  "managed  competition"  approach  will  result  in  inner-city 
chronic  hospitals  seeing  a  diversion  of  their  shorter  stay,  less  expensive 
cases  to  hospitals  in  other  areas  that  participate  in  a  managed  care  network, 
and  which  may  not  be  able  to  treat  those  patients  as  well  or  as  fully  as  we 
are  able. 

One  characteristic  of  our  patients  is  that  they  can  not  be  treated  in 
another  setting  because  of  their  need  for  hospital-level,  long-term, 
rehabilitative  care  focusing  on  multiple  body  system  failures.  Health  care 
reform  should  create  demand  for  long-term  hospitals,  as  more  prospectively- 
determined  payments  to  acute -care  hospitals  encourage  quicker  discharges  of 
patients  who  still  need  hospital-level  care. 

But  even  more  importantly,  rather  than  finding  the  most  cost  effective 
placement  for  a  patient,  health  care  reform  should  result  in  the  most 
medically  effective  placement  for  a  patient.   I  believe  that  health  care 
reform's  bottom  line  shouldn't  be  a  financial  one;  it  should  be  the  well-being 
of  our  patients.   L.ong  term  hospitals  are  uniquely  qualified  to  treat  the 
range  of  rehabilitative  and  chronic  hospital  programmatic  services  our 
patients  need.   It  is  not  clear  that  the  Clinton  reform  plan  recognizes  this. 

So  that  the  Jewish  Memorial  Hospital,  as  an  inner-city,  long-term 
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hospital  may  properly  fulfill  its  mission,  I  would  ask  that  your  Committee 
consider : 

First,  inner-city  chronic  hospitals  with  a  dually- entitled  Medicare  and 
Medicaid  patient  level  in  excess  of  25%  should  be  deemed  "essential" 
providers;  health  plans  should  be  required  to  contract  with  these  providers. 

Second,  re- instatement  of  the  provision  of  the  Medicare  Catastrophic 
Coverage  Act  that  repealed  the  Medicare  hospital  day  limit  would  free  my 
hospital  from  unreasonable  and  unfair  Medicaid  reimbursement  and  utilization 
review  guidelines  and  policies.   The  60  day  spell-of-illness  limitation  under 
the  Medicare  program  is  inconsistent  with  the  nationally- guaranteed  benefits 
package  in  the  President's  bill,  and  I  would  recommend  that  the  day  limitation 
for  Medicare  hospital  benefits  be  repealed. 

Third,  please  reject  attempts  like  those  proposed  in  President  Clinton's 
earlier  proposal  to  reimburse  long-term  hospitals  like  skilled  nursing 
facilities.   Furthermore,  the  newer  proposal  to  place  a  moratorium  on 
designation  of  long-term  hospitals  fails  to  recognize  the  role  these 
facilities  can  play  in  a  reformed  health  care  system.   We  would  like  to  work 
with  Congress  to  devise  a  more  workable  policy. 

Fourth,  retain  tax-exempt  status  for  hospitals  that  treat  large  low- 
income  populations.   Our  mere  presence  in  Roxbury,  by  definition,  is  a  benefit 
to  that  community,  which  is  the  IRS  test  for  tax-exempt  status  as  set  forth  in 
Revenue  Ruling  69-545. 

This  concludes  my  testimony  today.   I  would  be  pleased  to  answer  any 
questions  you  may  have. 
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Mr.  Jacobs.  Thank  you,  Mr.  Fertel.  I  wish  to  thank  you  sincerely 
for  staying  within  your  5  minutes. 
Dr.  Streck. 

STATEMENT  OF  WILLIAM  F.  STRECK,  MJ>.,  PRESIDENT/CHIEF 
EXECUTIVE  OFFICER,  MARY  IMOGENE  BASSETT  HOSPITAL, 
COOPERSTOWN,  N.Y. 

Dr.  Streck.  Thank  you,  Mr.  Jacobs.  I  speak  to  you  today  under 
the  rubric  of  the  subcommittee's  request  to  address  health  and 
well-being  of  residents  of  inner  cities  and  other  distressed  neigh- 
borhoods, and  it  is  under  that  latter  rubric  that  I  would  speak  to 
you  about  rural  health  care  and  some  of  the  implications  of  the 
Health  Security  Act  for  residents  of  rural  America. 

I  am  from  New  York,  but  it  is  not  well-recognized  that  44  of  the 
62  coimties  in  New  York  are  rural  and  3  million  people  and  17  per- 
cent of  the  population  reside  in  rural  areas.  Rural  poverty  has  been 
increasing  nationwide  since  the  mid-1980s,  and,  in  fact,  the  rates 
which  now  vary  from  12  percent  in  the  Northeast  to  22  percent  in 
the  South  find  some  comparability  in  that  the  nonmetropolitan  pov- 
erty rate  in  many  cases  equates  with  that  of  the  inner  cities,  and, 
in  fact,  if  you  look  at  the  most  rural  populations,  the  characteristics 
of  high  unemployment,  low-median  income,  and  lack  of  formal  edu- 
cation are  very  similar. 

I  address  you  as  the  president  of  an  integrated  health  care  sys- 
tem that  is  rurally  based,  academically  oriented  with  research  ac- 
tivities in  terms  of  disease  prevention  and  epidemiolo^,  and  in 
graduate  medical  education  and  education  of  other  providers.  This 
system  provides  care  to  approximately  400,000  patients  per  year, 
and  the  majority  of  those  patients  are  Medicare  and  Medicaid 
patients. 

On  that  basis  I  would  presume  to  offer  three  comments,  two  con- 
cerns, and  four  suggestions  in  my  particular  presentation.  The  com- 
ments are,  first,  supportive  comments  about  the  Health  Security 
Act  as  proposed.  I  believe  that  the  vision  of  universal  coverage  for 
the  iminsured  and  in  particular  for  the  underinsured  as  this  ap- 
plies to  rural  areas  is  clearly  an  important  step  forward  and  a  cor- 
nerstone of  the  proposal. 

As  has  been  emphasized  by  others,  financial  access  does  not 
equate  to  access  to  care,  and  thus  the  second  point  I  would  empha- 
size is  that  the  provision  of  incentives  for  the  development  of  pri- 
mary care  providers  and  the  location  of  such  providers  in  under- 
served  areas  is  again,  I  believe,  an  important  and  positive  element 
of  the  plan  as  proposed. 

Finally,  third,  a  positive  element  is  the  fact  that  there  is  recogni- 
tion of  the  rural  hospitals  as  the  backbone,  the  infrastructure  of 
health  care  in  rural  areas,  and  the  President's  proposal  favors  the 
investment  in  infrastructure  and  communication  networks  to 
insure  increased  use  of  those  services.  Those  three  positives  are 
important. 

There  are  two  concerns,  neither  of  which  will  be  new  to  this  com- 
mittee or  to  others.  The  first  is  the  fact  that  the  Medicare  and  the 
Medicaid  reductions  proposed  will  not  be  balanced  by  funding 
through  universal  access.  There  is  some  concern  expressed  in  the 
deliberations  and  the  announcement  of  this  committee  that  tax  ex- 
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empt  status  would  become  an  issue  if  hospitals  were  fully  reim- 
bursed for  their  services,  and  I  would  suggest  that  it  will  not 
become  an  issue  under  tne  proposal  and  that  the  Medicare  and 
Medicaid  reductions  will  outweigh  any  increase  in  other  revenues, 
and  the  hospitals  in  the  not-for-profit  voluntary  sector  will  continue 
to  offer  services  as  required. 

Finally,  managed  competition  suffers  for  some  limits  in  the  rural 
areas.  It  is  difficult  to  apply  cost-effective  models  and  efficiency 
models  to  dispersed  populations  and  there  needs  to  be  recognition 
of  this  fact. 

I  would  conclude  with  the  suggestions  that  by  recognizing  costs, 
by  favoring  integration  of  services  through  flexibility,  and  support 
of  State  initiatives,  by  supporting  rural  educational  initiatives,  and 
by  recognizing  the  key  roles  of  the  hospital  that  the  Health 
Security  Act  would  be  improved.  The  financing  as  proposed  is  not 
adequate,  and  thus  does  not  put  at  risk  the  tax  exempt  status.  I 
would  suggest  the  greater  concern  is  that  we  will  see  less  service 
through  reduction  in  funding,  and  this  remains  the  fundamental 
question  for  all  of  us  as  we  confront  this  question  in  1993.  Thank 
you  for  the  opportunity  to  testify. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  WILUAM  F.  STRECK,  M.D., 
MARY  IMOGENE  BASSETT  HOSPITAL,  COOPERSTOWN,  NEW  YORK 


THE  ROLE  OF  THE  VOLIJNTARY  HOSPITAL: 
TbeBassctt  Experience 


Thank  you  for  inviting  me  to  join  you  today.  As  the  President  of  a  voluntary,  not-for-profit, 
health  care  system  in  rural  central  New  York,  I  have  been  asked  to  discuss  the  role  and 
responsibilities  of  voluntary  hospitals  and  how  these  may  be  affected  as  reform  initiatives 
proceed. 

At  Bassett,  for  the  last  70  years,  we  have  been  working  hard  to  develop  a  model  that  addresses 
the  health  care  needs  of  a  traditionally  underserved  population  —  rural  residents,  especially  the 
rural  poor  and  elderly.  The  problems  which  confit>nt  rural  health  care  ~  chronic  underfunding, 
inadequate  insurance  coverage,  shortages  of  primary  care  physicians  and  other  health  personnel, 
fragmented  delivery  systems,  poor  distribution  of  services  and  resources  -  are,  to  a  large 
degree,  generic  health  care  issues.  They  are  not  just  rural,  but  urban,  state,  and  national  in 
scope.  In  short,  poverty,  illness,  lack  of  insurance,  and  social  and  cultural  barriers  know  no 
geographic  boundaries.  Rural  areas  also  face  long  distances  to  services,  geographic  barriers, 
limited  transportation,  and  extreme  weather,  all  of  which  complicate  the  task  of  providing  care. 

Bassett  is  a  fully  integrated  health  care  system  in  central  New  York  which  serves  a  population 
of  approximately  330,000  people  in  a  10-county  region  the  size  of  Massachusetts.  The  Bassett 
system  is  composed  of  a  group  practice  of  ISO  salaried  physicians;  14  community  health  centers 
in  six  rural  counties;  the  Bassett  Clinic,  a  primary  and  specialty  care  center  in  Cooperstown; 
Bassett  Hospital,  a  180-bed  inpatient  teaching  facility  in  Cooperstown  affiliated  with  Columbia 
University;  O'Connor  Hospital,  40  miles  south  of  Cooperstown;  a  managed  care  plan  with  over 
20,000  members;  and  research  activities  which  focus  on  preventive  medicine.  An  affiliation 
with  Community  Hospital  of  Schoharie  County  is  currently  under  consideration. 

It  is  also  important  to  note  that  Bassett  is  a  not-for-profit  entity.  One  critical  feature  of  the  rural 
health  caie  delivery  system  is  that  it  is  largely  deptendent  on  the  voluntary,  not-for-profit 
hospital.  General  Accounting  Office  studies  have  shown  that  the  high  proportions  of  Medicare 
and  uncompensated  care  limit  hospital  revenues  for  rural  hospitals.  In  New  York  state  and 
across  the  country,  efforts  are  underway  to  form  various  combinations  of  enterprises  or  networks 
of  care  to  address  some  of  these  issues.  Nonetheless,  the  Committee  must  recognize  that  it  is 
the  voluntary  sector  that  is  the  framework  for  the  provision  of  health  care  in  rural  areas. 

In  considering  the  Administration's  health  plan,  one  is  encouraged  that  the  fiindamental  issues 
which  limit  the  development  of  rural  health  care  services  will  be  addressed.  Foremost  among 
these,  of  course,  is  the  provision  of  universal  insurance.  Another  element  of  the  proposal  which 
is  relevant  to  rural  areas  is  the  approach  to  graduate  medical  education  in  teaching  hospitals. 
Loan  forgiveness  programs  for  primary  care  physicians,  development  of  programs  to  retrain 
mid-career  specialists  to  become  primary  care  physicians,  and  support  of  community-based 
undergraduate  and  graduate  medical  education  training  in  primary  care  are  important  to  ensure 
adequate  numbers  of  providers.  Training  for  nurse  practitioners,  nurse  midwives,  and  physician 
assistants  and  rural  health  provider  grants  to  support  training  programs  for  rural  practitioners 
and  implementation  of  medical  communications  technology  are  forward-looking  steps. 

Bassett  has  been  a  leader  in  the  development  of  primary  care  networks;  the  use  of  non-physician 
providers,  including  nurse  practitioners,  nurse  midwives,  and  physician  assistants;  the  study  of 
rural  health  care  populations  and  their  health  care  needs;  and  the  training  of  paramedics,  allied 
health  professionals,  advance  practice  nurses,  and  rural  primary  care  physicians  in  the  treatment 
of  AIDS  patients. 

Another  unique  feature  of  Bassett  is  its  salaried  physician  model.  All  Bassett  physicians  are 
salaried  and  practice  full-time  at  Bassett  facilities  around  the  region.  Patients  benefit  from  the 
combined  expertise  of  physicians  who  work  together  as  a  group  throughout  the  integrated 
system.   This  is  the  model  that  is  receiving  increasing  emphasis  in  health  policy  formulation. 

The  integration  of  the  Bassett  system  is  the  key  to  our  successfiil  delivery  of  health  care 
services.  At  the  center  of  this  system  are  our  primary  care  providers  -  physicians,  physician 
assistants,  and  nurse  practitioners  -  who  provide  care  at  14  community  health  centers  and  the 
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Bassett  Clinic  in  Cooperstown.  This  (mmary  care  network  provides  easier  access  for  people, 
especially  the  eldoly  and  poor  who  lack  transportation  and  those  work  long  hours  on  the  farm, 
in  the  £actory  or  elsewhere  and  cannot  take  an  entire  day  off  to  travel  for  care. 

The  Bassett  Clinic,  a  primary  and  q>ecialty  care  center,  as  well  as  Bassett  Hospital,  are  located 
in  Coopemown,  at  the  center  of  the  14  regional  health  centos.  Through  this  system,  all 
patients  —  regardless  of  their  ability  to  pay  -  have  access  to  primary  health  care  and,  when 
needed,  a  full  array  of  diagnostic,  specialty,  and  inpatient  services. 

As  for  inpatient  care,  we  have  taken  steps  to  form  affiliations  with  smaller,  community  hospitals 
in  the  region.  These  arrangements  allow  the  hospitals  to  continue  providing  primary  and  acute 
care  services  locally  while  more  advanced  treatment  is  provided  in  Cooperstown.  We  believe 
that  this  is  the  best  way  to  make  sure  that  scarce,  and  often  costly,  resources  are  used  most 
effectively. 

Through  our  Research  Institute  we  have  ongoing  activities  which  look  at  the  health  of  rural 
populations.  We  conducted  a  health  census  of  44,SSS  residents  to  assess  the  health  needs  in  our 
r^ion  and  develop  programs  to  address  these  needs.  We  have  used  the  health  census 
information  to  develop  programs  such  as  the  Healthy  Heart  Program,  designed  to  reduce 
peoples'  risk  of  cardiovascular  disease;  the  New  York  Center  for  Agricultural  Medicine  and 
Health,  established  to  lower  the  high  incidence  of  farming  injuries  and  illness;  a  school-based 
primary  care  program;  and  a  partnership  program  which  teams  up  our  researchers  with  educators 
ffom  local  school  districts  to  enhance  science  education. 

It  is  also  important  to  note  that  because  much  of  the  research  ongoing  at  Bassett  focuses  on  rural 
populations,  we  provide  a  unique  context  for  comparison  studies  with  urban  populations.  For 
example,  for  several  years  now,  Basse's  Research  Institute  and  Harlem  Hospital  have 
participated  in  a  National  Institutes  of  Health-funded  study  which  compares  the  causes  of  heart 
disease  in  black  versus  white  patients. 

I  am  talking  about  these  programs  to  emphasize  the  fact  that  the  not-for-profit  element  and  the 
community-based  aspects  of  the  Bassett  network  compose  the  essential  fabric  of  the  health 
system  in  this  country.  These  are  the  concq>ts  against  which  we  must  measure  the  Clinton 
health  care  proposal. 

A  familiar  theme  to  this  committee  is  the  fact  that  the  proposed  cuts  in  Medicare  and  Medicaid 
are  damaging  proposals.  The  benefits  of  extended  insurance  coverage  for  other  parts  of  the 
population  are  undeniable.  However,  it  is  equally  clear  that  this  is  not  a  compensatory  strategy. 
It  would  presume  that  Medicare  and  Medicaid  reimbursement  are  adequate  for  the  provision  of 
care,  a  point  that  is  contestable,  especially  in  rural  areas.  The  analysis  to  date,  at  least  in  New 
York,  indicates  that  there  will  be  a  significant  shortfidl  in  this  transition.  Dependent  as  the 
health  system  is  on  Medicare  and  Medicaid  reimbursement,  this  is  a  dangerous  component  of 
the  proposal  as  it  stands  at  this  time. 

Another  important  point  is  that  the  provision  of  financial  access  through  insurance  vehicles  does 
not  ensure  access  to  care  in  America.  Making  insurance  available  is  not  the  same  as  ensuring 
the  availability  of  care. 

The  relatively  fragile  rural  hospital  system  can  serve  only  as  the  framework  for  a  more  fully 
developed  h^th  care  system  in  rural  areas.  The  development  of  such  systems  is  dqiendent 
upon  the  provision  of  primary  care  practitioners,  adequate  reimbursement  and  int^iation  of 
these  activities  in  the  rural  setting.  The  need  to  fund  such  programs  is  inherently  recognized  in 
the  President's  proposal,  but  the  means  to  develop  such  programs  have  yet  to  be  clarified.  The 
solution  to  this  question  of  access  is  to  be  found  in  direct  investment  in  those  areas  where  rural 
health  education  opportunities  exist. 

Finally,  it  is  clear  that  there  are  technical  considerations  in  the  current  health  care  reform 
proposal  which  need  clarification.  There  are  questions  regarding  the  responsibilities  of  r^onal 
alliances  in  terms  of  provision  of  care  in  rural  areas.  It  is  one  thing  to  offer  an  insurance 
product  in  a  rural  area;  it  is  another  to  be  involved  in  the  provision  of  adequate  care  to  an 
insured  population.  Rural  populations  must  have  assurances  that  health  plans  designated  to  serve 
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their  communities  will  provide  local  access  to  services  at  the  level  provided  to  other  plan 
enrollees. 

However,  I  am  not  discouraged  by  the  Health  Security  Act  and  its  proposals.  Rather,  I  am 
confident  that  the  Bassett  system,  which  has  worked  well  for  over  70  years,  offers  some  insights 
to  the  problems  facing  both  rural  and  urban  communities.  Integrated  systems,  primary  care 
networks,  managed  care  plans,  salaried  physician  models,  population-based  research,  and  rural 
training  and  education  programs  are  reform  concepts  which  are  already  operational  at  Bassett. 

In  closing,  there  are  several  points  that  warrant  emphasis.  First,  the  rural  health  caie  system 
is  essentially  supported  by  the  voluntary  hospital  system  in  this  country.  Secondly,  Medicare 
and  Medicaid  funding  are  critical  elements  of  this  system.  Providing  coverage  to  the  uninsured 
and  medically  indigent  people  in  rural  America  will  not  compensate  for  proposed  decreases  in 
these  funds.  Thirdly,  the  provision  of  primary  care  practitioners  and  oUier  non-physician 
providers  is  an  important  component  of  the  Health  Security  Act.  Training  of  such  individuals 
is  dependent  upon  adequate  funding.  And  rural  training  programs  are  essential  since  there  is  an 
established  correlation  between  training  and  practicing  in  rural  areas.  Finally,  financial  access 
to  all  citizens,  particularly  in  rural  America,  does  not  guarantee  that  these  individuals  wiU  have 
access  to  care.  As  long  as  the  voluntary,  not-for-profit  hospital  sector  remains  the  key  element 
in  the  provision  of  health  care  in  America,  a  key  component  of  any  health  care  system  must  be 
providing  some  financial  stability  to  these  institutions.  Ultimately,  the  success  of  any  health  care 
reform  plan  will  depend  upon  its  ability  to  address  all  of  these  critical  concerns. 
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Mr.  Jacobs.  Thank  you,  Dr.  Streck. 

We  are  going  to  have  to  suspend,  Mr.  Cooper,  for  a  few  minutes 
to  cast  a  vote.  I  will  be  back  shortly. 

[Recess.] 

Chairman  Rangel  [presiding].  We  apologize.  At  this  time  we  will 
take  the  testimony  of  Stephen  Cooper,  vice  president  of  the  New 
York  State  Hospital  Association. 

STATEMENT  OF  STEPHEN  COOPER,  VICE  PRESffiENT, 
HOSPITAL  ASSOCIATION  OF  NEW  YORK  STATE 

Mr.  Cooper.  Thank  you,  sir.  My  name  is  Stephen  Cooper.  I  am 
the  vice  president  of  the  Hospital  Association  of  New  York  State. 
Just  so  you  know  who  we  are,  we  represent  all  the  hospitals  in — 
all  the  not-for-profit  and  public  hospitals  of  New  York  State.  We  do 
not  represent  for-profit  hospitals.  We  represent  10-bed  hospitals  in 
the  Adirondacks  and  we  represent  1,500-bed  hospitals  in  New  York 
City. 

Two  weeks  ago  the  President  introduced  his  health  reform  plan. 
The  central  part  of  that  plan  is  universal  coverage.  The  President 
said  universal  coverage  is  nonnegotiable.  I  agree.  Without  univer- 
sal coverage,  health  reform  is  meaningless  £md  it  isn't  worth  pass- 
ing, but  providing  health  insurance  is  only  half  the  equation.  There 
is  no  guarantee  that  people  will  have  access  to  care,  and  based  on 
past  experience  there  is  no  reason  to  believe  that  primary  care  phy- 
sicians or  other  physicians  will  move  into  inner-city  areas  or  rural 
areas. 

The  President  also  said  we  need  to  be  truthful  about  the  num- 
bers, about  who  wins,  who  loses.  For  the  next  several  minutes  I 
will  address  who  wins  and  who  loses.  I  will  preface  these  remarks 
by  sajdng  that  much  of  the  distribution  of  money,  funds  in  this  bill, 
in  the  President's  bill  is  formula-driven,  which  means  these  for- 
mulas can  be  changed. 

As  we  analyzed  the  1,342  pages,  one  trend  became  immediately 
apparent.  Providers  in  inner  cities  and  other  distressed  commu- 
nities were  going  to  pay  for  most  of  the  administration's  health  re- 
form plan.  Although  we  are  still  finalizing  our  analysis,  it  appears 
that  black  and  Hispanic  congressional  districts  are  the  biggest  los- 
ers under  the  President's  plan. 

More  than  half  of  the  President's  plan  is  paid  for  by  reducing 
Medicare  and  Medicaid  payments.  Although  there  seems  to  be  lots 
of  new  programs  aimed  at  inner  cities  and  distressed  communities, 
in  aggregate  the  President's  plan  reduces  fimding  for  services  in 
inner  cities  and  other  distressed  communities. 

Under  the  administration's  plan  net  payments  to  hospitals  in 
New  York  State  will  be  reduced  by  $5  billion  over  the  5-year  pe- 
riod. Net  payments  to  hospitals  in  New  York  City  will  be  reduced 
by  $3.8  billion,  and  net  payments  to  those  hospitals  that  serve 
large  numbers  of  poor  patients  will  be  reduced  by  $4.5  billion.  That 
is  over  90  percent  of  all  the  cuts. 

In  all  likelihood  this  pattern  is  going  to  be — we  will  see  this  pat- 
tern in  other  States  as  well.  Even  if  the  administration's  plan 
passes  the  Congress  tomorrow,  the  epidemics  of  AIDS,  tuberculosis, 
substance  abuse,  teenage  pregnancy  will  not  disappear.  There  are 
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200,000  heroin  addicts  in  New  York  City  and  twice  that  number  of 
cocaine  users. 

The  experiences  of  State  Medicaid  programs  have  shown  us  that 
substance  abusers  will  probably  not  wait  in  line  to  join  health  alli- 
ances and  managed  care  programs.  Under  the  administration's 
plan  the  health  alliance  will  assign  those  who  do  not  enroll  in  a 
health  care  plan  to  the  lowest  cost  plan.  In  all  likelihood  this  will 
be  a  Medicaid  HMO,  and  like  most  HMOs  there  will  be  gate  keep- 
ers directing  the  subscriber,  the  patient  to  the  least  expensive 
mode  of  care. 

Now,  without  trying  to  soimd  too  cynical,  do  we  really  expect  the 
drug  addict  to  call  his  or  her  primary  care  physician  before  going 
to  an  emergency  room?  Every  year  more  than  15,000  substance 
abusers  show  up  in  New  York  City  hospital  emergency  rooms  suf- 
fering from  overdoses  and  other  drug-related  episodes.  Many  times 
that  number  end  up  in  our  emergency  rooms  because  of  malnutri- 
tion, AIDS,  and  the  result  of  street  violence. 

I  fear  that  in  a  competitive  environment  the  type  of  drug  treat- 
ment offered  will  be  the  least  expensive,  not  necessarily  the  most 
effective.  Over  the  last  several  weeks  I  have  started  reading  lots 
of  literature  about  methadone  maintenance.  I  wasn't  sure  if  it  was 
an  effective  program  or  not  after  I  finished  reading  all  of  this 
literature. 

What  is  undisputed  is  that  methadone  maintenance  is  one  of  the 
least  expensive  modes  of  treatment.  In  a  competitive  environment 
in  order  to  survive,  health  plans  will  have  little  option  but  to  seek 
the  least  expensive  care,  mode  of  care.  There  are  no  similar  pro- 
grams for  those  addicted  to  crack  cocaine  or  multiple  drug  users. 
I  could  give  you  tons  of  statistics  about  how  many  people  in  New 
York  are  HIV  positive,  how  many  have  TB,  but  you  have  heard 
them  all  morning  long,  and  I  will  not  bore  you  with  them. 

It  may  be  unpopular  to  talk  about  illegal  aliens,  but  they  do 
exist.  They  live  in  our  inner  cities  and  rural  communities.  They  live 
in  fear,  and  they  come  to  our  hospitals  only  in  emergency.  I  am 
sure  the  administration  would  like  this  problem  to  go  away,  but  it 
won't,  and  the  administration's  solution  is  far  from  adequate.  The 
administration  and  all  of  us  would  like  to  change  the  medical  edu- 
cation program.  The  administration  thinks  by  simply  creating  a 
mandate  that  50  percent  of  all  new  physicians  be  primary  care 
physicians.  It  isn't  going  to  happen. 

My  belief  is  that  will  go  the  way  of  most  other  mandates  issued 
by  Washington.  It  may  oe  in  the  end  that  certain  urban  centers 
like  New  York  need  to  have  a  higher  proportion  of  specialty  pro- 
grams. In  order  to  do,  for  example,  cardiac  surgery  you  need  a  high 
volume  of  patients  to  do  that. 

In  addition,  our  inner  cities  need  these  patients.  How  many  phy- 
sicians are  going  to  willingly  go  to  hospitals  where  half  of  the  pa- 
tients are  drug  abusers,  one  quarter  are  HIV  positive,  and  half  of 
the  mothers  delivering  there  are  under  17  years  old? 

Let  me  address  the  last  issue  which  is  the  issue  of  public  and 
not-for-profit  hospitals.  That  has  come  before  this  Congress  before. 
Many  of  the  boards  and  the  executives  of  not-for-profit  hospitals 
have  been  listening  to  the  debate  about  health  reform  and  think 
that  competition  is  the  way  to  go  and  maybe  they  should  join  the 
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fray  in  the  marketplace.  Some  have,  and  in  some  instances  it  is 
very  difficult  to  tell  the  difference  between  a  not-for-profit  and  for- 
profit  hospital.  This  has  not  escaped  your  attention  and  you  have 
had  a  number  of  hearingjs  about  this. 

I  don't  think  the  answer  is  to  eliminate  the  tax-exempt  status  of 
hospitals.  If  a  not-for-profit  hospital  or  other  provider  is  not  serving 
the  community,  then  it  must  change,  not  its  tax  status.  New  York 
State  has  a  system  where  every  not-for-profit  hospital  must  pre- 
pare a  community  service  plan,  telling  the  community  what  it  nas 
done  for  it  in  the  last  year  and  what  it  plans  to  do  for  it  during 
the  next  year. 

In  conclusion,  there  is  a  great  many  health  reform  plans  before 
the  Congress.  Very  few  offer  universal  coverage.  Without  universal 
health  care  coverage,  health  reform  is  incomplete.  The  President's 
plan  is  far  from  perfect,  but  it  is  a  good  place  to  begin  this  debate. 
Thank  you. 

[The  prepared  statement  and  attachment  follow:] 
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TESTIMONY  OF  STEPHEN  COOPER,  VICE  PRESIDENT 
HOSPITAL  ASSOCIATION  OF  NEW  YORK  STATE 

Two  weeks  ago,  the  President  sent  to  the  Congress  a  broad-based 
proposal  to  reform  our  nation's  health  care  system.  Under  the 
Health  Security  Act,  every  American  citizen  and  legal  resident  will 
be  guaranteed  a  comprehensive  package  of  health  care  benefits.  As 
the  President  stated,  this  is  non-negotiable.  Any  health  plan  that 
passes  the  Congress  must  provide  for  universal  coverage.  Without 
universal  coverage,  health  care  reform  is  meaningless. 

But  providing  insurance  coverage  is  only  half  the  equation.  There 
is  no  guarantee  that  health  care  services  will  be  available  in 
inner  cities  or  other  distressed  communities.  Based  on  past 
experience,  there  is  no  reason  to  believe  that  primary  care 
physicians  or  other  physicians  will  move  into  these  communities. 
Unless  health  care  services  are  available  to  the  residents  of  these 
communities,  security  remains  only  an  illusion. 

The  Hospital  Association  of  New  York  State  believes  that  the  key  to 
making  universal  health  insurance  work  is  to  support  and  foster  the 
mission  of  social  responsibility  which  guides  our  non-profit  and 
public  hospitals  in  New  York.  New  York's  hospital  system  is 
predominantly  a  non-profit  one;  95%  of  our  acute  care  hospitals  are 
voluntary,  not-for-profit  or  public  facilities.  They  provide 
services  which  are  designed  to  meet  specific  community  needs,  often 
for  care  that  goes  far  beyond  the  statutory  requirement  of 
providing  acute  care.  In  addition,  whatever  marginal  surpluses  our 
hospitals  earn  are  reinvested  in  the  community.  This 
distinguishing  characteristic  of  New  York's  health  care  system  must 
be  preserved  in  whatever  health  reform  package  emerges  from 
Congress.  This  is  the  context  in  which  the  Hospital  Association  of 
New  York  State  presents  these  comments  on  the  impact  of  the 
President's  Health  Security  Act  to  the  Subcommittee  on  Select 
Revenue  Measures. 
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Less  Money  for  Inner  city  and  other  Distressed  Communities 

The  President's  plan  jeopardizes  the  very  existence  of  many  of  the 
health  care  providers  that  serve  inner  city  and  other  distressed 
communities.  More  than  half  of  the  Administration's  plan  is  paid 
for  by  reducing  Medicare  and  Medicaid  payments.  Although  there 
appear  to  be  many  proposed  new  programs  aimed  at  inner  city  and 
distressed  communities,  in  aggregate,  the  Administration's  bill 
substantially  reduces  support  for  inner  city  hospitals  and  other 
services.  Furthermore,  many  of  the  cuts  in  Medicare  and  Medicaid 
will  take  effect  years  before  all  Americans  are  offered  basic 
health  benefits. 

Under  the  Administration's  plan,  net  payments  to  hospitals  in  New 
York  State  will  be  reduced  by  over  $5  billion,  net  payments  to 
hospitals  in  New  York  City  will  be  reduced  by  $3.8  billion,  and  net 
payments  to  those  hospitals  that  serve  large  numbers  of  poor 
patients  will  be  reduced  by  $  4.5  billion  (see  attached  chart.) 

The  Social  and  Medical  Epidemics  Are  Not  Going  Away 

Even  if  the  Administration's  plan  passed  the  Congress  tomorrow,  the 
multiple  epidemics  of  AIDS,  tuberculosis,  substance  abuse, 
violence,  and  teenage  pregnancy  will  not  disappear. 

Substance  Abuse 

There  are  at  least  200,000  heroin  addicts  in  New  York  City  and 
twice  that  number  of  crack  and  cocaine  users.  The  experiences  of 
state  Medicaid  programs  have  shown  that  substance  abusers  probably 
will  not  wait  in  line  to  join  health  alliances  and  managed  care 
programs.  Under  the  Administration's  plan,  the  health  alliance 
assigns  those  who  do  not  enroll  in  a  health  plan  to  the  lowest  cost 
plan.  In  all  likelihood,  the  lowest  cost  plan  would  be,  de-facto, 
a  Medicaid  Health  Maintenance  Organization  (HMO) .  And,  like  most 
HMOs,  this  HMO  would  be  a  gatekeeper  directing  the  subscriber  to 
the  least  expensive  mode  of  care.  Without  trying  to  sound  cynical, 
do  any  of  us  expect  a  drug  addict  to  call  his  or  her  primary  care 
physician  before  going  to  the  emergency  room? 

Every  year,  more  than  15,000  substance  abusers  show  up  in  New  York 
City  hospital  emergency  rooms  suffering  from  overdoses  and  other 
drug-related  episodes.  Many  times  that  number  end  up  in  our 
emergency  rooms  because  of  malnutrition,  AIDS,  the  results  of 
street  violence,  and  the  list  goes  on. 
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Universal  health  insurance  is  not  going  to  solve  the  problem  of 
drug  abuse.  But  we  should  not  penalize  those  hospitals  that  face 
this  problem  everyday,  nor  should  we  minimize  the  scope  of  this 
problem.  A  recent  study  published  by  the  Robert  Wood  Johnson 
Foundation  reported  that  the  direct  health  care  costs  of  substance 
abuse  in  1990  was  $13.7  billion.  The  direct  cost  to  hospitals  of 
drug  and  alcohol  abuse  was  $6.8  billion.  Approximately  one  out  of 
every  three  patients  treated  in  New  York's  hospitals  is  there  for 
problems  related  to  drug  or  alcohol  abuse. 

I  fear  that  in  a  competitive  environment,  the  type  of  drug 
treatment  offered  will  be  that  which  is  least  expensive  and  also 
may  be  the  least  effective.  There  is  a  great  deal  of  controversy 
about  the  effectiveness  and  the  appropriateness  of  methadone 
maintenance  treatment  problems.  A  number  of  studies  suggest  they 
are  of  little  value  and  do  little  more  than  substitute  one  drug  for 
another.  Other  studies  suggest  they  are  of  value  for  some  patients 
wanting  to  end  their  addiction  to  heroin.  What  is  undisputed  is 
that  methadone  maintenance  is  one  of  the  least  expensive  modes  of 
treatment.  In  a  competitive  environment,  in  order  to  survive, 
health  plans  may  have  little  option  but  to  seek  the  least  expensive 
method  of  care. 

There  are  no  similar  low-cost  programs  for  those  addicted  to  crack, 
cocaine,  or  multiple  drug  users.  Under  the  Administration's 
proposal,  I  am  not  sure  how  we  will  address  the  problems  of  this 
population. 

AIDS  and  Tuberculosis 

There  are  more  than  150,000  people  in  New  York  State  known  to  be 
HIV-positive.  Based  on  statistical  projections,  another  300,000  to 
400,000  are  HIV-positive  and  do  not  yet  know  it.  One-third  of 
those  in  treatment  for  substance  abuse  are  HIV-positive  and  that 
proportion  is  probably  higher  for  those  substance  abusers  who  are 
not  in  treatment.  Perhaps  even  more  frightening,  more  than  7  5%  of 
the  pediatric  AIDS  cases  are  attributable  to  drug  use.  Drug  use 
has  become  the  single  largest  cause  of  AIDS  in  New  York  State. 

There  are  approximately  5,000  new  cases  of  T.B.  each  year  in  New 
York.  As  many  of  60%  to  70%  of  these  new  patients  are  HIV 
positive.  Approximately  40%  are  classified  Multiple-Drug 
Resistant,  i.e.,  they  do  not  respond  to  the  antibiotic  therapies. 
These  patients  often  remain  in  the  hospital  in  excess  of  six 
months. 

The  statistics  about  teenage  pregnancy,  crime,  and  violence  are 
equally  frightening. 
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Illegal  Aliens 

It  may  be  unpopular  these  days  to  talk  about  illegal  aliens,  but 
they  do  exist.  They  live  in  inner  cities  and  rural  communities. 
They  live  in  fear  and  they  come  to  our  hospitals  only  in  an 
emergency.  I  am  sure  the  Administration  would  like  this  problem  to 
go  away,  but  it  won't,  and  the  Administration's  solution  is  far 
from  adequate. 

f,   ffiMnmitment  To  Medical  Education  for  the  CommunitY 

There  are  currently  90,000  medical  school  graduates  training  in  our 
nation's  hospitals.  The  Clinton  Plan  calls  for  reducing  that 
number  to  approximately  60,000  to  70,000  and  altering  the  types  of 
physicians  we  train. 

New  York  is  committed  to  medical  education.  Its  13  medical  schools 
graduate  1,900  new  doctors  each  year  and  its  graduate  medical 
education  programs  have  over  15,000  residents-in-training.  This  is 
60%  more  residencies  than  the  next  largest  state  and  represents  15% 
of  all  physicians  trained  in  the  nation.  In  short,  New  York 
hospitals  and  medical  schools  are  an  important  part  of  our  nation's 
biomedical  research  infrastructure. 


Physician  training  programs  also  benefit  their  communities  -  and 
benefit  from  being  in  the  community.  Many  of  our  inner  city 
hospitals  and  clinics  in  New  York  survive  only  because  of  the 
physician  training  programs  they  offer.  Like  inner  cities,  inner 
city  hospitals  are  unable  to  attract  physicians.  Few  physicians 
want  to  practice  in  hospitals  where  a  third  of  the  patients  are 
HIV-positive,  a  quarter  of  the  patients  are  substance  abusers,  and 
half  of  the  maternity  patients  are  less  than  17  years  old. 
Without  physician  training  programs,  inner  city  residents  will  have 
little  access  to  health  care  services.  The  same  is  also  true  in 
many  rural  areas. 

The  federal  government  should  consider  the  need  for  geographic 
"centers  of  excellence"  in  specialty  training  which  would  offer 
economies  of  scale,  access  to  technology,  proximity  to  biomedical 
research,  and  the  volume  of  procedures  and  patients  necessary  for 
high  quality  teaching  programs.  This  means  that  medical  education 
programs  may  not  be  equally  distributed  across  the  country. 
Cities  like  New  York  City  may  need  to  sponsor  a  greater  proportion 
of  our  medical  specialty  training  programs 
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At  the  same  time,  we  do  need  to  encourage  more  medical  students  to 
enter  primary  care.  Reducing  payments  to  teaching  hospitals  will 
not  accomplish  this.  Rather,  tt  will  reduce  the  number  of 
physicians  available  to  treat  the  inner  city  and  rural  citizens 
whose  medical  care  is  provided  by  teaching  hospitals. 

Encouraging  medical  students  to  become  primary  care  physicians  is 
not  as  simple  as  the  Administration's  plan  makes  it  sound.  A 
mandate  from  Washington  that  half  of  all  new  physicians  be  primary 
care  physicians  by  the  turn  of  the  century  may  oe  as  effective  as 
most  mandates  from  Washington.  We  should  instead  establish 
incentives  to  enter  primary  care.  These  incentives  must  encourage: 
I    changes  in  medical  school  admissions  criteria,  curriculum 

and  faculty  role  models;  and 
■    changes  in  where  residents  train,  moving  them  from 

hospitals  to  clinics  and  the  community. 

Funds  are  needed  also  to  cover  the  cost  of  converting  specialty 
training  programs  to  primary  care  programs.  These  incentives  go 
hand-in-hand  with  student  loan  forgiveness,  development  of  practice 
sites,  and  narrowing  the  differences  in  income  between  primary  and 
specialty  care  physicians. 


The  Case  for  Not-for-Profit  and  Ptiblic  Hospitals 

Public  and  not-for-profit  hospitals  are  committed  to  the 
communities  they  serve  because  their  mission  is  not  to  make  a 
profit  but  to  serve.  They  do  not  leave  their  communities  when 
those  communities  change. 

However,  many  of  the  boards  and  executives  of  not-for-profit  and 
public  hospitals  listening  to  the  current  debate  over  health  reform 
and  to  the  rhetoric  extolling  the  virtues  of  competition  are  left 
wondering  whether  they,  too,  should  join  the  fray  in  the 
marketplace. 

Some  have.  In  some  instances,  it  is  very  difficult  to  tell  the 
difference  between  a  for-profit  hospital  and  a  not-for-profit 
hospital.  This  has  not  escaped  the  attention  of  the  Congress,  and 
over  the  last  several  years  there  has  a  great  deal  of  discussion 
about  the  tax-exempt  status  of  not-for-profit  hospitals.  This 
committee  and  other  committees  of  the  Congress  have  questioned  the 
commitment  of  some  hospitals  to  their  communities.  A  number  of 
members  of  Congress  have  suggested  that  if  a  not-for-profit  entity 
is  not  serving  its  community  then  it  should  lose  its  tax-exempt 
status.    I  disagree.    If  a  not-for-profit  hospital  or  other 
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provider  is  not  serving  the  community  then  it  must  change  -  not  its 
tax  status. 

New  York  State  requires  every  not-for-profit  hospital  in  New  York 
to  annually  prepare  a  Community  Service  Plan  which  is  made  public. 
Through  this  process,  each  hospital  seeks  input  from  its  community 
as  to  health  and  related  social  service  needs.  In  addition,  the 
document  serves  as  a  report  to  the  community  regarding  services 
that  are  already  in  place  and  what  the  hospital  plans  to  do  in  the 
coming  year.  Many  hospitals  in  New  York  know  only  too  well  their 
communities'  needs:  The  epidemics  of  AIDS,  tuberculosis,  drug 
abuse,  crime,  violence,  and  teenage  pregnancy  make  these  needs  all 
too  clear. 

The  Community  Service  Plans  are  a  reflection  of  the  values  held  by 
our  non-profit  hospitals.  Besides  the  traditional  acute  care 
services  that  are  a  hallmark  of  hospital  care,  our  hospitals 
provide  meals  and  clothing,  transportation  to  health  care  services, 
and  preventive  care.  For  example,  Champlain  Valley  Physicians 
Hospital  Medical  Center  in  Plattsburgh  implemented  a  "Heart  Smart" 
Program  with  the  local  middle  school  to  modify  children's  eating 
habits  and  fost  heart-health  lifestyles.  Clifton  Springs  Hospital 
and  Clinic  in  the  Rochester  area  provides  dental  services  to 
migrant  workers.  Yonkers  General  Hospital,  in  cooperation  with 
other  hospitals,  provides  free  immunizations  to  the  homeless.  The 
New  York  Hospital  established  the  Will  Rogers  TB  Outreach  Program 
to  test  children  who  are  at  high-risk  for  TB.  St.  Lukes 's- 
Roosevelt  Hospital  Center  operates  a  program  to  offer  HIV  testing 
and  counseling  to  pregnant  women. 


Conclusion 


There  are  many  health  reform  plans  before  the  Congress.  However 
very  few  offer  universal  coverage  to  all  Americans.  Without 
universal  coverage,  health  reform  is  incomplete.  The  President's 
plan  is  not  perfect,  but  it  is  a  good  place  to  begin  this  debate. 
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Chairman  Rangel.  You  know,  Mr.  Cooper,  I  was  trying  to  catch 
up  in  the  testimony,  but  what  was  it  you  were  saying  was  the  need 
to  continue  to  give  it  a  tax  exemption  if  a  for-profit  was  doing  the 
same  thing?  I  missed  that. 

Mr.  Cooper.  OK. 

Chairman  Rangel.  If  you  have  two  hospitals  and  both  of  them 
are  reimbursed  £ind  people — and  they  are  providing  the  same  serv- 
ice and  one  is  for  profit  and  one  is  not  for  profit,  why  the  tax 
exemption? 

Mr.  Cooper.  OK,  the  truth  of  the  matter  is  they  don't  provide 
the  same  services  to  the  same  commimities. 

Chairman  Rangel.  No,  they  don't.  I  am  just  saying  if  they  did. 

Mr.  Cooper.  If  they  did. 

Chairman  Rangel.  In  other  words,  the  tax  incentive  is  to  encour- 
age things  to  be  done  that  are  not  being  done  for  the  for-profits, 
but  you  would  agree  that  if  there  was  no  difference  that 

Mr.  Cooper.  If  there  was  no  difference  between  the  two  then  I 
think  the  not-for-profit  has  to  change  its  mission,  not  its  tax  status. 
My  belief  is  that  some  outside  force  should  come  in  and  remind  the 
board  that  they  do  have  a  not-for-profit  tax  status  and  they  are 
there  to  serve  the  community,  not  to  make  a  profit. 

In  my  personal  opinion,  if  they  do  not  want  to  follow  that  mis- 
sion, then  the  board  should  be  reconstituted  with  people  from  the 
community.  The  tax  exempt  status,  in  my  opinion,  is  not  something 
that  you  have  one  year,  then  lose  for  a  year,  then  come  back  the 
next  year. 

Chairman  Rangel.  We  may  have  a  different  opinion  about  it,  but 
you  get  the  tax  exemption  because  of  the  mission  that  you  say  that 
you  are  going  to  follow.  You  don't  do  the  mission,  then  we  don't 
say,  well,  we  have  got  another  one  that  is  just  as  good,  but  for 
God's  sake  we  are  not  going  to  take  the  tax  thing.  I  would  think 
that  anyone  who  enjoys  tax  exemption  would  not  just  wait  for  the 
Congress  to  give  it  new  orders.  If,  indeed,  their  mission  for  what- 
ever purpose  is  completed,  then  the  tax  exemption  goes  unless  new 
reasons  are  given  for  it. 

I  don't  see  where  the  exemption  would  be  just  taken  away.  There 
are  hearings  and  all  type  of  other  things,  but  I  thought  that  is 
what  you  were  saying,  that  don't  take  away  the  exemption,  give 
them  a  chance  to  earn  it  for  doing  something  else. 

Mr.  Cooper.  In  my  view,  it  is  a  little  different  if  they  are  not 
fulfilling  their  mission,  then  they  must,  they  must  be  an  asset  to 
the  community.  That  is  in  my  opinion  why  they  are  there. 

Chairman  Rangel.  OK  Well,  one  of  the  concerns  I  had  with  pre- 
vious panels  and  I  am  certain  it  was  covered  by  this  panel  is  what 
can  we  do  in  this  bill  or  outside  of  this  bill  to  reduce  the  number 
of  people  that  are  entering  into  this  high  risk  community  to  be 
served? 

In  other  words,  I  have  not  been  able  to  get  answers  with  the  ex- 
ception of  coverage  for  those  people  in  terms  of  prevention  of  ill- 
nesses. But,  it  seems  like  there  is  always  a  connecting  thread  that 
runs  across  all  of  these  people  that  we  are  talking  about — poverty, 
teenage  pregnancies,  low-weight  babies,  TB,  cancer,  drugs,  gunshot 
wounds,  homelessness,  and  we  are  always  concerned  with  now  do 
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these  people  get  covered.  Ultimately,  I  guess,  we  are  going  into  the 
quality  of  the  care. 

It  would  seem  to  me  that  if  this  is  one  of  the  most  costly  parts 
of  health  care  and  if  the  ultimate  goal  is  not  just  a  healthy  /oner- 
ica,  but  to  reduce  the  cost  that  someone  should  be  talking  about 
how  you  get  people  out  of  this  thing.  You  don't  have  to  be  doctors 
or  hospital  administrators  to  figure  out  that  someone  should  be 
working  on  this  part  of  it,  and  besides  having  a  doctor  from  Colum- 
bia, a  Ph.D.  from  Columbia,  we  don't  get  too  much  testimony  about 
that.  Of  course,  we  don't  get  too  much  testimony  about  what  to  do 
about  crime  except  build  more  jails,  and  so  most  of  the  time  when 
we  have  these  bills,  we  say  what  do  you  do  about  drug  addiction, 
say  give  higher  reimbursement,  and  I  understand  that  some  of  you 
spoke  on  this  issue  with  Chairman  Jacobs.  Is  that  so? 

Mr.  Greenspan.  Yes. 

Chairman  Rangel.  What  was  the  suggestion  that  we  could  do  in 
the  Congress  to  make  certain  that  there  is  not  just  a  question  of 
access  to  health  care,  but  reduction  in  the  type  of  health  problems 
that  we  have?  Was  it  you,  Mr.  Greenspan? 

Mr.  Greenspan.  Mr.  Rangel,  if  I  can  just  tell  you  a  couple  of 
quick  stories  about  programs  that  do  exist,  there  are,  beyond  the 
Ph.D.  deans  in  the  schools  of  public  health,  there  are  a  lot  of  people 
who  currently  work  and  are  exceptionally  creative  in  creating  pro- 
grams that  are  effective  interventions.  Crime  is  not  an  easy  sub- 
ject, substance  abuse  is  not  an  easy  subject,  but,  in  fact,  we  can 
point  to  at  least  a  handful  of  programs  that  do  exist,  and  for  which 
we  fear  funding  will  disappear  as  people  make  the  assumption  that 
universal  coverage  takes  care  of  everything. 

Let  me  point  to  just  a  few  examples  of  our  own.  We  have  a  pro- 
gram I  have  spoken  to  this  subcommittee  about  before  called  the 
Window  of  Opportunity  Program,  the  program  that  was  addressing 
the  incidence  of  early  childhood  pregnancy,  pregnancies  to  children 
11,  10,  and  9  years  old,  a  sure  prescription  for  two  generations  of 
misery  and  expense.  A  very  simple  intervention,  no  doctors  in- 
volved, use  of  health  educators,  hospital-sponsored,  commimity- 
govemed  and  sponsored  in  local  school  board  governed  schools,  and 
in  two  cases  so  far  we  are  looking  at  a  school  where  the  incidence 
of  pregnancies  in  ^jrade  school  went  from  15  per  year  to  0  and  an- 
other school  in  which  it  went  from  3  per  year  to  0. 

The  cost  of  the  program  currently  is  $50,000  per  year  per  school. 
The  savings  on  three  childhood  pregnancies  per  year,  and  when 
you  compound  them  end  up  being  in  the  millions  of  dollars. 

Chairman  Rangel.  What  is  the  connection  between  poverty, 
teenage  sex,  and  pregnancy? 

Mr.  Greenspan.  We  are  stumbling  along  in  the  dark,  but  let  me 
tell  you  what  we  see  anyway.  Let  me  throw  one  more  anecdote 
your  way  before  I  answer,  if  I  may.  n  j    v     tt-  i 

We  have  a  second  program  which  is  a  program  called  the  High 
Risk  Pregnancy  Intervention  Program,  and  in  this  program  we  take 
high  risk  teenagers,  high  school  students  who  are  pregnant,  have 
all  the  risk  factors,  and  in  whom  you  would  expect  20  percent  of 
the  babies  to  be  born  high  risk,  infant  intensive  care  unit  babies. 
This  is  extensively  an  impoverished  group  of  youngsters,  usually 
with  single-parent  family  households. 
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We  track  150  children  in  a  year,  adolescents  who  were  pregnant 
and  were  supported  in  a  variety  of  ways  which  I  can  tell  you  about 
and  zero  low  birthweight  babies  were  born  in  the  last  year  to  this 
group.  The  connection  to  the  youngsters  in  grade  school  who  give 
birth,  the  connection  to  the  teenagers  in  high  school  who  give  birth 
to  high  risk  babies  is  the  same.  There  is  an  inadequate  social  infra- 
structure to  support  them  to  establish  a  pattern  of  self-esteem  and 
appropriate  decisionmaking. 

Poverty  is  present  in  virtually  all  the  children.  Substance  abuse 
is  a  high  risk  factor  in  all  of  the  young  mothers,  30  percent  of  the 
babies  we  see  are  bom  to  substance-abusing  mothers.  Crime  is  an 
extraordinarily  present  factor  in  their  lives,  and  what  we  are  doing 
is  an  intervention  on  the  level  of  judgment,  decisionmaking,  sel^ 
esteem  and  old-fashioned  professional  nurturing. 

The  cost  of  the  High  Risk  Pregnancy  Program,  by  the  way,  for 
the  aggregated  150  teenagers  was  $25,000.  We  estimate  avoiding 
30  high  risk  babies  per  year. 

Chairman  Rangel.  Well,  as  you  go  to  these  conferences  do  you 
find  any  national  leaders  that  are  talking  about  trying  to  develop 
something  on  the  national  level  that  you  are  doing  locally? 

Mr.  Greenspan.  Yes,  sir.  You  asked  a  similar  question  earlier  of 
Dr.  Healton,  and  I  want  to  tell  you  that  there  is  an  association  of 
public  health,  the  APHA,  in  which  there  is  a  subsection  in  mater- 
nal child  health.  I  would  certainly  be  happy  to  make  some  rec- 
ommendations and  write  to  the  committee  about  some  of  the  indi- 
viduals. There  are  also  local  leaders  in  family  and  maternal  care 
in  Chicago  and  other  major  cities  who  I  thmk  could  speak  elo- 
quently and  much  more  adequately  than  I  can  about  the  national 
trend. 

Chairman  Rangel.  But  is  there  anyone  that  talks  to  the  broader 
extent  about  the  connection  between  poverty  and  high  health  care 
such  as  Dr.  Freeman?  He  just  tied  in  cancer,  you  know,  with  pov- 
erty. People  tie  in  drugs  with  poverty  and  they  tie  in  failure  for 
academic  achievement  with  poverty  and  crime  with  poverty.  Do  you 
know  in  the  course  of  your  professional  dealings  who  speaks  as  elo- 
quently about  this  as  most  people  talk  about  the  need  for  adequate 
reimbursement  for  medical  services? 

Mr.  Greenspan.  There  are  a  number  of  people.  I  am  familiar 
with  them  because,  like  Dr.  Healton,  I  come  from  a  school  of  public 
health,  and  there  are  people  who  have  spent  their  careers  research- 
ing the  interaction  between  poverty  and  health  status. 

Chairman  Rangel.  OK  Then  you  will  send  those  names  to  me? 

Mr.  Greenspan.  Yes,  sir. 

Chairman  Rangel.  Is  there  anything  that  any  of  the  members 
would  like  to  add  before  I  call  the  next  panel?  Is  there  a  serious 
concern  about  the  loss  of  tax  exemption  with  the  not-for-profit  hos- 
pitals? 

Mr.  Cooper.  My  fear  is  that  if  the  President's  plan  passes  we  are 
going  to  see  the  Wal-Martization  of  health  care.  I  will  go  back  to 
Wal-Mart  for  a  second.  When  Wal-Mart  comes  into  a  community, 
they,  at  least  one  theory  says,  they  lower  their  prices,  they  drive 
everybody  else  out  of  business,  and  then  as  soon  as  everybody  else 
is  out  of  business  they  raise  their  prices,  and  there  is  no  more 
competition. 
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Under  the  President's  plan,  what  I  think  is  going  to  happen  is 
we  are  going  to  see  large  conglomerates  of  for-profit  chains  like 
Columbia  HCA  coming  into  communities,  driving  not-for-profits  out 
of  business.  We  saw  that  in  Florida  already.  As  soon  as  they  drive 
competition  out  of  business  in  the  name  of  competition,  then  what 
we  will  see  left  is  a  few  large  chains  running  tne  health  care  sys- 
tem of  this  country,  and  there  won't  be  any  competition  in  spite  of 
what  Congressman  Cooper  and  others  would  like  to  think  we  are 
going  to  have. 

Chairman  Rangel.  OK  I  will  probably,  after  I  reread  your  testi- 
mony, send  some  questions  and  ask  you  to  respond  in  writing,  OK? 
Thank  you. 

The  next  to  the  last  panel  is  Tom  Salmon,  associate  director. 
Mental  Health  Management  of  America;  Ken  Raske,  an  old  friend 
of  the  Committee's,  Greater  New  York  Hospital  Association;  and 
Marc  Wolfert,  vice  president,  Health  Insurance  Plan;  my  old  friend 
in  mourning,  Stanley  Hill.  Where  is  Stanley?  Still  holding  up,  my 
friend?  International  vice  president,  executive  director  of  District 
37;  and,  of  course,  Larry  McAndrews,  president  and  CEO  of  the 
National  Association  of  Children's  Hospitals  and  Related 
Institutions.  We  will  start  off  with  Tom  Salmon,  the  director  of 
Boston's  Mental  Health  Management. 

STATEMENT  OF  THOMAS  P.  SALMON,  ASSOCL^TE  DIRECTOR, 
MENTAL  HEALTH  MANAGEMENT  OF  AMERICA,  BOSTON,  MASS. 

Mr.  Salmon.  Good  afternoon,  Mr.  Rangel.  I  would  like  to  sum- 
marize my  testimony  rather  than  read  all  of  it  to  you,  hopefully 
leave  some  time  for  questions. 

Chairman  Rangel.  By  unanimous  consent,  there  are  no  objec- 
tions. All  of  the  panel's  testimony  will  be  entered  into  the  record. 
You  may  highlight  it. 

Mr.  Salmon.  I  come  here  I  think  with  some  good  news,  and  that 
is  that  in  Massachusetts  we  have  had  some  positive  experience  in 
providing  health  care  to  an  impoverished  population,  the  Medicaid 
population  of  Massachusetts,  over  the  last  2  years  through  a  HCFA 
waiver  that  permitted  introducing  managea  care  to  the  Medicaid 
program  in  Massachusetts. 

I  would  like  to  comment  particularly  on  the  mental  health  sub- 
stance abuse  carve-out  of  tnat  program.  I  think  that  may  be  to 
your  interest  and  it  also  is  the  area  that  I  am  most  familiar  with. 
Basically  in  1990,  Massachusetts  Medicaid  was  looking  at  a  run- 
away cost  progn'am.  The  projections  for  the  mental  health  sub- 
stance abuse  expenditures,  at  that  time  they  were  about  $120  mil- 
lion per  year.  The  projection  for  State  fiscal  year  1994  was  that 
they  would  reach  over  $200  million  per  year.  That,  along  with  simi- 
lar but  somewhat  smaller  inflationary  and  runaway  costs  in  the 
medical-surgical  portion  of  the  Medicaid  program  in  Massachusetts 
led  to  requesting  and  receiving  a  HCFA  waiver  and  introducing  in 
a  system  statewide  way  managed  care. 

Mental  Health  Management  of  America/First  Mental  Health  re- 
ceived the  mental  healtn  substance  abuse  managed  care  contract, 
and  in  January  1992  began  to  phase  in  a  managed  care  approach. 
I  have  worked,  and  this  is  a  bit  of  an  aside,  I  have  worked  in  the 
public  sector.  I  was  Assistant  Commissioner  of  Public  Health  in 
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Massachusetts  and,  in  fact,  director  of  the  State  drug  authority  for 
a  number  of  years,  and  I  say  that  because  I  think  I  have  seen  both 
sides,  both  the  public  side  and  I  have  also  seen  the  provider  side. 

I  have  run  a  private  drug  and  alcohol  treatment  program  for  a 
number  of  vears,  and  I  had  very  mixed  feelings  about  managed 
care.  I  think  what  this  country  saw  of  a  lot  of  managed  care  was 
its  beginnings  which  were  partial  implementations  of  managed 
care.  Managed  care  in  its  best  sense,  and  in  my  testimony  I  outline 
what  I  think  are  its  basic  principles,  does  indeed  concern  itself  with 
access  to  services  with  comprehensive  services,  with  assuring  con- 
tinuity of  care,  with  quality  of  care,  and  also  with  affordability,  all 
I  think  concerns  that  the  country  as  a  whole  now  shares. 

We  believe  that  we  have  managed  over  the  last  2  years  to  put 
a  restraint  on  the  runaway  costs  of  mental  health  substance  abuse 
services  for  Medicaid  recipients,  but  have  also  assured  their  access 
to  care.  We  know  that  we  have  served  a  similar  number  of  recipi- 
ents, unduplicated  recipients  as  was  served  under  the  old  Medicaid 
plan,  which  was  in  effect  a  fee-for-service  indemnity  plan  with  no 
real  management. 

We  have  achieved  significant  savings  in  doing  that,  and  we  be- 
lieve we  are  on  the  way  to  dealing  with  some  of  the  issues  that  you 
raised  this  morning.  Congressman,  which,  I  think,  are  issues  that 
trouble  us  all,  and  that  is  how  does  the  acute  health  care  sector 
effectively  interact  with  the  longer  term  rehabilitative  components 
of  the  treatment,  the  mental  health  and  substance  abuse  treatment 
systems  that  exist  in  most  States. 

We  have  done  that  by  negotiating  formal  agreements  with  the 
State  agencies  about  whose  responsibilities  begin  when,  and  agree- 
ing and  I  think  making  real  the  operating  principle  that  the  client 
doesn't  sit  somewhere  waiting  while  different  entities  decide  whose 
responsibility  the  care  is. 

We  have  seen  that  acute  care  is  certainly  essential  for  a  portion 
of  this  population.  We  have  also  seen  that  they  can  be  served  effec- 
tively in  less  costly  settings,  and  in  particular  in  substance  abuse 
we  have  found  that  the  majority  of  patients  can  be  safely  and  effec- 
tively detoxed  in  facilities  outside  of  hospitals. 

That  has  produced  savings  that  have  permitted  adding  on  some 
other  services  that  were  not  available  under  the  Medicaid  coverage, 
so  I  think  the  good  news  is  that  it  is  possible  to  go  into  a  scenario 
where  there  are  runaway  costs  and  contain  those  costs  and  con- 
tinue to  provide  good  Quality  care  and  successful  care,  but  the  un- 
derlying note  there  is  that  tnere  are  other  funding  streams  that  are 
still  essential  to  continuing  good,  long-term  care,  care  for  the 
chronically  mentally  ill,  and  the  chronic  substance  abuser. 

The  dollars  that  stream  through  the  State  departments  of  mental 
health  and  in  Massachusetts  public  health  and  the  substance  abuse 
agency  continue  to  provide  the  long-term  residential  programs  that 
some,  and  I  stress  the  some,  some  portion  of  the  mentally  ill  and 
substance-abusing  population  require.  I  think  it  is  important  in 
looking  at  universal  health  insurance  that  we  not  overexpect  that 
what  is  in  effect  an  acute  health  care  insurance  policy  substitute 
for  or  replace  these  other  essential  services. 

Thank  you,  Mr.  Congressman. 

[The  prepared  statement  and  attachments  follow:] 
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BACKGROUND 


In  1991  the  Commonwealth  of  Massachusetts  faced  the  crisis 
of  a  runaway  Medicaid  budget.  With  a  cost  growth  curve 
approaching  twenty  percent  a  year  political  consensus 
emerged  on  the  need  to  constrain  this  "budget  buster" . 
Rather  than  cutback  on  the  benefit  package  or  restrict 
eligibility  the  Department  of  Public  Welfare  sought  and 
received  approval  for  a  two  year  Primary  Care  Clinicians  and 
Mental  Health/Substance  Abuse  program  waiver.  The  Health 
Care  Financing  Administration  authorized  a  program  waiver 
under  section  1915(b)(1)  and  (4)  of  the  Social  Security  Act. 
This  approval  provides  for  waiver  of  section  1902(a) (10), 
Comparability  of  Services,  and  1902(a)  (23),  Freedom  of 
Choice.  For  the  purpose  of  this  testimony  the  relevant 
effect  of  the  HCFA  decision  was  its  authorization  of  the 
Division  of  Medical  Assistance  to  contract  with  a  prepaid 
health  plan  to  serve  as  the  State's  agent  for  the  delivery 
of  mental  health  and  substance  abuse  services  to  eligible 
Medicaid  clients. 

MHMA/First  Mental  Health,  a  Nashville  based  mental 
health/substance  abuse  managed  care  company  specializing  in 
services  for  Medicaid  and  Medicare  programs,  successfully 
responded  to  the  ensuing  request  for  proposals .  In  keeping 
with  its  own  roots  in  the  community  mental  health  model  of 
service  delivery,  MHMA  shared  a  belief  with  the  Division  of 
Medical  Assistance  that  excessive  costs  for  mental  health 
and  substance  abuse  services  result  principally  from 
utilization  of  the  wrong  treatment  settings  for 
inappropriately  long  durations.  Therefore,  if  a  managed  care 
approach  can  help  patients  have  access  to  the  right  type  of 
care  -  in  terms  of  location,  intensity  and  duration  -  high 
quality  and  cost-effective  care  is  simultaneously  ensured. 

Over  the  calendar  year  1992,  MHMA  put  into  a  place  a 
statewide  network  of  acute,  hospital  level  psychiatric  and 
substance  abuse  units,  residential  programs  for 
child/adolescent  psychiatric  and  substance  treatment  and  for 
adult,  medically  monitored  detoxification  and  short  term, 
intensive  rehabilitation  treatment.  The  existing  Medicaid 
approved  outpatient  provider  system  was  maintained.  A 
program  of  clinical  utilization  review  for  inpatient 
services  began  and  provider  billing  processing  and 
reimbursement  was  assumed  by  MHMA.  By  January  19  93,  a  fully 
capitated,  at-risk,  mental  health/substance  abuse  managed 
care  program  for  eligible  Medicaid  recipients  was  in  full 
operation  in  Massachusetts. 


146 


For  the  remainder  of  this  testimony,  in  response  to  the 
interests  of  the  sub-committee,  I  will  focus  on  the  area  of 
substance  abuse  treatment.  Much  of  the  general  background 
information  is  applicable,  although  it  is  important  to  note 
that  in  its  development  and  operation  of  the  Mental 
Health/Substance  Abuse  Program  (MH/SAP)  MHMA  recognizes  that 
substance  abuse  treatment  has  its  own  developmental  history, 
its  own  professional  entities  and  its  own  research 
literature.  It  is  more  than  a  sub-specialty  within  the  field 
of  mental  health.  To  assure  that  we  have  in-house  expertise 
MHMA  employs  a  senior  staff  specialist  in  substance  abuse 
treatment.  This  person  works  on  network  and  program 
development,  on  program  quality  monitoring  and  improvement, 
on  the  development  and  review  of  clinical  standards  and 
procedures  and  with  the  state  alcohol  and  drug  treatment 
agency  to  coordinate  resource  planning.  He  is  a  Ph.D. 
psychologist  who,  coincidentally,  is  the  newly  appointed 
chair  of  the  American  Society  of  Addiction  Medicine's 
Committee  on  Managed  Care.  In  addition,  the  clinical 
utilization  review  for  substance  abuse  treatment  is  done  by 
master  level  nurses  and  clinicians  with  at  least  eight 
years'  experience  in  substance  abuse  treatment. 

In  building  the  MHMA  substance  abuse  treatment  network  in 
Massachusetts,  the  principles  of  quality  managed  care  and 
the  essential  tenets  of  the  substance  abuse  treatment  field 
provide  the  core  guidelines.  We  believe  that  substance  abuse 
is  a  chronic,  progressive  and  potentially  fatal  disease  but 
that  it  is  treatable  with  the  right  intensity  and  level  of 
treatment  over  time.  We  further  believe  that  the  quality 
principles  of  managed  care  lend  themselves  particularly  well 
to  the  effective  treatment  of  substance  abuse.  As  applied  to 
the  field  of  substance  abuse  treatment,  managed  care 
principles  require  services  to  be: 

ACCESSIBLE   It  is  essential  that  there  be  timely  treatment 
for  the  substance  abuser.  This  'translates  to  services  which 
are  geographically  and  culturally  available  when  the  patient 
seeks  them.  MHMA  has  developed  a  statewide  network  of 
specialty  substance  abuse  treatment  services  and  monitors 
them  for  ready  accessibility.  Every  effort  is  made  to 
eliminate  administrative  barriers  to  access.  For  example, 
emergency  admissions  are  reviewed  retrospectively.  Level  III 
detour  admissions  are  certified  48  hours  after  admission  and 
every  recipient  has  eight  outpatient  visits  to  each  and  any 
outpatient  provider  before  any  utilization  review  occurs. 
Network  management  also  inventories  and  assists  with 
enhancing  programs'  ethnic,  cultural  and  linguistic 
diversity. 
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COMPREHENSIVE  A  quality  network  of  services  will  include 
all  the  levels  of  care  needed  for  the  acute  and  ambulatory 
treatment  of  substance  abuse.  The  MHMA  network  for  substance 
abuse  treatment  in  Massachusetts  includes: 

Acute  Hospital  Units  (Level  IV)  for  medically  or 
psychiatrically  complicated  detoxification; 

Freestanding  Residential  Detoxification  Programs  (Level 
III)  for  medically  monitored  treatment  Of  drug  and/or 
alcohol  withdrawal; 

Acupuncture  Detoxification  Treatment  Services; 

Acute  Residential  Treatment  Facilities  for  short  term, 
intensive,  rehabilitative  services; 

Structured  Outpatient  Addiction  Programs  for  an 
ambulatory,  short  term,  intensive,  rehabilitative  service; 

Individual,  group  and  family  counseling  by 
psychiatrists  or  in  outpatient  treatment  centers;  and 

Methadone  Maintenance  treatment  with  counseling 
services.  (See  Exhibit  I) 

CONTINUOUS   Through  clinical  utilization  review  of 
residential  services,  with  a  particular  focus  on  aftercare 
planning,  as  well  as  through  program  practice  pattern 
profiles  and  reviews  of  extended  outpatient  treatment 
authorizations;  MHMA  works  with  providers  of  care  to  develop 
plans  that  assist  recipients  in  moving  to  and  staying  for 
enough  time  with  the  needed  level  of  treatment  intervention. 
It  is  our  conviction  that  this  sustained  focus  on  the 
treatment  history  and  current  treatment  needs  of  the 
recipient  enable  us  to  assist , network  providers  in 
delivering  the  right  care  at  the  right  time  to  the  right 
recipient . 

QUALITY  By  its  own  corporate  commitment,  reinforced  by  the 
contractual  requirements  of  the  Commonwealth  of 
Massachusetts,  MHMA  operates  its  managed  care  program  within 
the  tenets  of  Total  Quality  Management.  In  keeping  with 
this,  we  have  developed  an  information  and  reporting  system 
that  gives  a  first  time  capacity  to  produce  timely 
information  on  client  treatment  needs  and  on  program 
performance.  To  provide  a  structural  context  for  these 
reports  and  measures  there  are  detailed  program 
specifications  and  standards.  In  consultation  with  clinical 
providers,  protocols  have  been  developed  which  describe 
parameters  of  treatment  for  DMS  III  diagnostic  categories 
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and  reflect  current  best  practice.  Regular  surveys  provide 
information  for  analysis  and  action  in  order  to  remain 
responsive  to  clients'  levels  of  satisfaction  with  the  care 
given  and  providers'  satisfaction  with  MHMA  operations  and 
management.  In  the  next  two  years  the  emphasis  will  be  on 
identifying  and  collecting  outcome  measures  which  should 
help  shape  the  system  in  an  information  driven  manner  to 
better  serve  recipients.  (See  Exhibit  II) 

MHMA/First  Mental  Health  is  convinced  that  managed  care  done 
well  produces  quality  care  and  that  much  of  the  philosophy 
and  practice  of  the  community  mental  health  field  are 
consistent  with  the  delivery  of  truly  cost-effective 
service,  i.e.  service  which  achieves  the  best  outcome  for 
the  resource  invested.  What  this  means  is  you  can  get  the 
same  or  better  results  for  less  cost  using  the  principles 
and  tools  of  managed  care.  The  program  in  Massachusetts  has 
been  successful  to  date  because  it  is  based  on  a  Medicaid 
system  that  had  an  ample  benefit  package  albeit  without  any 
structural  or  operational  constraints  on  excess  and  without 
any  capacity  to  redirect  resources  to  more  effective 
interventions.  MHMA's  managed  care  experience  has  brought 
needed  cost  restraint  and  the  capacity  to  quickly  develop 
and  put  in  operation  services  which  are  more  cost-effective, 
e.g.  the  Structured  Outpatient  Addiction  Programs  and  the 
shift  from  Level  IV  inpatient  days  to  Level  III. 
(See  Exhibit  III) 

The  achievement  of  quality  care  at  a  contained  cost  is  a 
major  achievement.  It  requires  the  flexibility  which  a 
managed  care  approach  can  bring  to  the  service  delivery 
configuration.  Ideally,  this  approach  is  financed  by 
capitation;  there  is  a  clear  and  specific  definition  of  the 
benefit  package;  there  is  incentive  to  provide  innovative 
and  alternative  levels  and  types  of  treatment;  and  there  is 
provision  for  maximum  transferability  of  dollars  across 
types  of  treatment.  Finally,  there  must  be  a  capacity  to 
collect  and  report  data  in  a  timely  manner  on  both  recipient 
patterns  of  care  and  program  performance  with  structural  and 
organizational  mechanisms  to  translate  the  data  into 
information  for  action.  If  all  of  these  factors  are  present, 
then  the  kind  of  iteration  and  ongoing  evaluation  can  occur 
and  make  possible  an  increasingly  effective  network  of 
treatment  services  of  the  type  envisioned  by  David 
Lewis, M.D.  in  his  Broadening  the  Base  of  Treatment  for 
Alcohol  Problems.  MHMA  believes  that  the  substance  abuse 
treatment  field  can  advance  its  practice  knowledge  base  in 
collaboration  with  managed  care  organizations  which  are 
committed  to  quality  care  through  quality  managed  care. 
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It  is  always  more  enjoyable  to  talk  about  the  positive 
possibilities  of  new  and  innovative  efforts  like  the  Mental 
Health/Substance  Abuse  Program  for  Massachusetts  Medicaid 
recipients.  However,  it  is  also  important  to  note  the 
limitations.  Medicaid  in  Massachusetts  provides  public 
funding  for  recipients  who  are  eligible  and  need  acute 
healthcare  insurance.  The  benefit  package  which  MHMA/First 
Mental  Health  manages  provides  for  acute  inpatient  and  for 
ambulatory  care.  As  such,  it  does  not  provide  the  financing 
necessary  to  address  the  many  other  problems  and  service 
needs  of  recipients  who  are  substance  abusers.  Such  services 
as  recovery  homes,  half-way  houses  and  other  longer  term 
residential  treatment  services  receive  funding  from  the 
Department  of  Public  Health's  Bureau  of  Substance  Abuse 
Services.  These  services  provide  an  essential  place  on  the 
full  continuum  of  care.  MHMA  recognizes  this  and  has  both  a 
formal  written  agreement  with  the  Department  of  Public 
Health  as  well  as  regular  meetings  of  staff  to  improve  the 
coordination  of  service  delivery.  In  any  planning  at  the 
federal  level  around  the  possible  reallocation  of  monies  to 
fund  a  national  healthcare  proposal,  it  is  vitally  important 
that  the  substance  abuse  benefit  (assuming  that  it  remains 
essentially  what  it  is  now,  an  acute  healthcare  benefit)  not 
be  viewed  as  duplicative  of  the  longer  term  and  more  chronic 
care  oriented  services  currently  funded  under  other  federal 
programs  such  as  the  block  grant  and  the  Omnibus  Drug 
Treatment  Act.  Good  acute  substance  abuse  services  can  go  a 
long  way  toward  alleviating  the  addiction  problem  in  this 
country.  But,  acute  services  alone  are  not  sufficient. 

MHMA/First  Mental  Health  has  worked  successfully  to  date 
with  the  Massachusetts  Division  of  Medical  Assistance  and 
with  a  network  of  outstanding  substance  abuse  treatment 
providers  to  deliver  quality  addiction  treatment.  There 
remains  much  to  do.  The  unaddressed  treatment  needs  of  the 
substance  abuser  with  additional  major  psychiatric  illness 
continue  to  challenge  the  psychiatric  and  substance  abuse 
treatment  systems.  MHMA  has  made  the  start-up  of  residential 
and  ambulatory  treatment  capacity  for  the  dual  diagnosed  a 
priority  for  this  next  year.  Our  collaborative  relationships 
with  providers  in  both  mental  health  and  substance  abuse 
treatment  will  help  achieve  this  goal.  We  will  also  be 
implementing  innovative  models  to  better  case  manage  the 
chronic  substance  abuser,  i.e.  assist  the  recipient  in  using 
more  effectively  the  available  treatment  and/or  developing 
additional  interventions.  In  all  of  this,  we  believe  that 
managed  care  can  maximize  effective  resource  utilization  but 
must,  with  the  rest  of  the  substance  abuse  treatment  field, 
look  to  government  for  the  additional  funding  to  meet  the 
housing,  educational/vocational  rehabilitation  and  short- 
term  income  maintenance  needs  of  those  struggling  to  recover 
from  addiction. 
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EXHIBIT  I 

MHMA  NETWORK  OF  TREATMENT  SERVICES 
September  30,  1993 


Inpatient  Hospitals 

Adult  Psychiatric  Units  34 

Child/Adolescent  Psychiatric  Units  15 

Addiction  Treatment  Units  (Level  IV)  8 
Acute  Residential  Treatment 

Adult  Substance  Abuse  17 

Adolescent  Substance  Abuse  4 

Adolescent  Mental  Health  7 

Child/Adolescent  Mental  Health  17 
Residential  Detoxification  Program  (Level  III)  29 
Partial  Hospitalization  Programs 

Adult  Psychiatric  27 

Child/Adolescent  Psychiatric  16 

Mobile  Crisis  Teams  and  Stabilization  Beds  30 

Family  Stabilization  Teams  13 

Structured  Outpatient  Addiction  Programs  16 

Adult  Psychiatric  Day  Treatment  42 
Outpatient  Services 

Psychiatrists         '  660 

Psychologists  520 

Mental  Health  Clinics  135 

Substance  Abuse  Clinics  80 

Methadone  Treatment  12 

Hospital  Clinics  57 
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Chairman  Rangel.  Mr.  Raske. 

STATEMENT  OF  KENNETH  E.  RASKE,  PRESIDENT,  GREATER 
NEW  YORK  HOSPITAL  ASSOCIATION,  NEW  YORK,  N.Y. 

Mr.  Raske.  Thank  you,  Mr.  Chairman.  It  is  always  a  pleasure  to 
testify  before  you,  Mr.  Rangel,  because  of  the  prominence  that  you 
hold  in  the  hearts  of  all  New  Yorkers  as  well  as  in  the  Congress 
itself  My  statement  will  be  relatively  short.  It  is  a  summary,  of 
course,  of  the  submitted  testimony,  and  the  appendix  which  is  a 
study  which  was  accomplished  by  the  Greater  New  York  Hospital 
Association. 

Right  to  the  point,  we  want  health  care  reform  to  work  in  New 
York.  We  want  it  to  work  for  New  York.  We  want  it  to  work  with 
the  New  York  government  as  well  as  with  the  New  York  hospitals. 
So  what  I  have  to  say  today  is  really  nothing  more  than  construc- 
tive criticism  of  what  we  see  early  on  in  this  plan,  intended  to  help 
shape  the  design  sometime  in  the  future. 

We  extend  to  the  Members  of  Congress,  to  yourself  especially, 
but  to  your  colleagues  as  well,  all  the  assistance  of  New  York  hos- 
pitals in  trying  to  come  up  with  a  workable  plan.  Our  early  on  im- 
pressions are,  of  course,  that  it  is  a  good  start,  but  there  are  some 
difficulties  on  the  financing  side.  I  wish  to  point  some  of  them  out 
to  you  this  afternoon. 

Specifically  when  we  take  a  look  at  how  this  plan  works  in  terms 
of  the  New  York  City  hospital  system,  and  I  am  speaking, 
Congressman  Rangel,  both  in  terms  of  the  Health  and  Hospitals 
Corporation  as  we  know  is  the  big  City  system,  then  the  small  city 
with  not  a  capital  C  in  terms  of  the  voluntaries,  it  appears  to  us 
early  on  that  there  is  more  money  withdrawn  from  the  system 
through  the  Medicare  and  Medicaid  cuts  than  is  restored  through 
the  provision  of  universal  coverage. 

On  the  other  hand,  with  respect  to  the  increased  coverage,  and 
the  benefits  that  extend  to  obviously  the  population  being  covered, 
but  also  to  the  institutions  who  no  longer  will  have  bad  debt  and 
charity  care.  The  numbers  at  this  point  look  to  be  about  $4  billion 
distance — $8  billion  in,  $12  billion  out,  $4  billion  net  negative.  We 
are  trying  to  refine  our  model  and  work  with  the  administration  to 
make  sure  that  what  we  are  sa3ring  is  accurate,  is  meaningful,  and 
is  right  to  the  point. 

It  is  not  our  sense  to  create  a  false  sense  of  insecurity.  That  is 
not  what  we  do  for  a  living.  Instead  we  want  to  be  precise  so  that 
we  know  what  the  diagnosis  is  so  we  can  come  with  a  cure.  No 
matter  what  rendition,  whether  we  add  cost  reduction  efforts  in 
terms  of  caps  on  payroll,  that  might  be  beneficial  to  hospitals  in 
terms  of  their  own  payments  or  what  have  you. 

It  still  looks  like  a  $4  billion  gap.  Therefore,  when  we  take  a  look 
at  what  the  cuts  are,  we  are  not  surprised  that  you  are  going  to 
find  the  kind  of  impact  that  we  concluded. 

Namely,  if  vou  take  a  look  at  medical  education,  which  is  a  major 
component  of  the  Medicare  cuts,  we  are  at  ground  zero  for  a  lot  of 
medical  education  in  the  United  States.  We  train  15  percent  of  all 
residents.  Many  of  them  provide  services  in  terms  of  patient  care 
if  not  most  of  them.  So  as  a  result,  when  we  see  serious  medical 
education  cuts  which  are  being  proposed  to  help  finance  this  par- 
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ticular  plan,  you  conclude  that  in  New  York  you  get  a  dispropor- 
tionate impact  just  by  definition  of  the  percentages. 

If  those  percentages  were  changed,  if  those  cuts  were  flattened 
out,  if  they  did  a  number  of  other  things,  then  a  lot  of  the  impact 
would  be  dissipated.  It  is  our  sense  that  what  this  plan  needs  to 
do  is  to  push  back  on  a  lot  of  those  Medicare  and  Medicaid  cuts 
restoring  that  with  some  alternative  revenue  source  and  in  the 
process  of  doing  that  the  promise  of  health  care  reform  for  all  New 
Yorkers  will  be  fulfilled,  and  that  is  the  message  that  I  bring  to 
you  today. 

With  respect  to  the  subject  at  hand,  specifically  the  question  of 
tax  exemption,  you  were  on  target  when  you  were  asking  the  gen- 
tleman from  the  Hospital  Association  of  New  York  State,  if  you 
can't  differentiate  between  a  hospital  with  not-for-profit  services 
and  for-profit  services,  then  there  ought  not  be  any  difference. 

Not-for-profit  hospitals  must  demonstrate  that  they  are  doing 
something  to  deserve  that  status  and  therein  lies  the  issue  of  defin- 
ing that  mission,  and  the  service  plans  that  are  called  for  in  the 
Health  Care  Reform  Act  is  one  way  of  doing  that. 

Thank  you  sir. 

[The  prepared  statement  follows:] 
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GNYHA 


GREATER  NEW  YORK  HOSPriAL  ASSOCIATION 


555  West  57th  Street  /  New  York.  N.Y.  10019  /  (212)  246-7100  /  Fax  (212)  262-6350 


Kenneth  E.  Raske;  President 


TESTIMO^fir 

OF  THE 

GREATER  NEW  YORK  HOSPITAL  ASSOCIATION 

BEFORE  THE 

SUBCOMMITTEE  ON  SELECT  REVENUE  MEASURES 

ON 

THE  IMPACT  OF  CERTAIN  TAX-RELATED  ASPECTS 

OF  THE  ADMINISTRATION'S 

HEALTH  CARE  REFORM  PROPOSAL  ON 

RESIDENTS  OF  INNER-CITY  AND  OTHER  DISTRESSED  NEIGHBORHOODS 

NOVEMBER  9,  1993 

Good  morning,  Chairman  Rangel,  members  of  the  Subcommittee.  My  name  is  Kenneth  E. 
Raske  and  I  am  President  of  Greater  New  York  Hospital  Association  (GNYHA),  which 
represents  164  hospitals  and  nursing  homes  in  New  York  City  and  its  surrounding  communities. 
I  am  delighted  to  note  that,  effective  last  January,  the  16  hospitals  and  nursing  homes  that 
comprise  the  New  York  City  Health  and  Hospitals  Corporation  became  GNYHA  member 
institutions.  Among  our  membership  are  six  world-renowned  academic  medical  centers, 
municipal  hospitals  caring  for  the  City's  most  vulnerable  populations,  financially  distressed  non- 
profit hospitals  serving  large  numbers  of  New  York's  poorest  residents,  and  a  large  number  of 
teaching  hospitals  committed  to  training  the  nation's  physicians.  Therefore,  all  of  GNYHA's 
members  will  be  profoundly  impacted  by  the  health  care  reform  legislation  ultimately  enacted, 
and,  for  that  reason,  I  greatly  appreciate  this  opportunity  to  testify  on  their  behalf. 

In  my  statement,  I  will  address  several  topics  germane  to  today's  discussion:  I  will  profile 
GNYHA's  membership  because,  for  a  variety  of  reasons,  these  hospitals  are  not  prepared  for 
health  reform  to  the  same  extent  as  are  many  of  their  counterparts  nationally;  I  will  provide  the 
results  of  GNYHA's  preUminary  analysis  assessing  the  revenue  impact  of  the  Administration's 
plan  on  New  York  City  hospitals;  I  will  discuss  how  the  health  reform  plan,  by  itself,  does  not 
address  many  of  the  broader  social  problems  that  have  long  been  plaguing  urban  and  inner-city 
hospitals  or,  as  the  notice  for  this  hearing  appropriately  pointed  out,  'the  intricate 
interrelationship  of  the  problems  of  economic  development,  education,  health,  substance  abuse 
and  violence"  in  inner-cities;  and,  finally,  I  will  address  why,  at  least  in  New  York,  I  believe 
that  the  tax-exempt  status  of  non-profit  hospitals  ought  not  be  jeopardized  by  the  enactment  of 
Federal  health  care  reform. 

PROFILE  OF  GNYHA'S  MEMBERSHIP 

As  the  debate  on  health  care  reform  begins  in  earnest,  GNYHA  believes  that  it  is  important  to 
understand  the  unique  environment  that  characterizes  the  health  care  delivery  system  in  the  New 
York  City  area.  Outlined  below  are  a  number  of  factors  that  we  believe  need  to  be  seriously 
considered  when  evaluating  the  effectiveness  of  any  health  care  reform  proposal  for  improving 
the  health  of  New  York  City's  communities  and  providers. 

•  New  York  Hospitals  Cannot  Shift  Costs:  All  inpatient  hospital  rates  charged  to  non- 
Medicare  payers  or  insurers  in  New  York  are  set  by  Slate  government;  therefore,  unlike 
hospitals  in  other  states.  New  York  hospitals  cannot  make  up  cuts  in  Medicare  and  Medicaid 
payment  rates  through  increases  in  rates  charged  to  other  payers,  i.e.,  through  so-called  cost- 
shifting.  This  situation  makes  supplementary  reimbursement  streams  such  as  disproportionate 
share  (DSH)  adjustments  and  graduate  medical  education  (GMQ  funds  critical  to  the  viability 
of  many  New  York  facilities. 

•  New  York  Hospitals  Train  the  Nation's  Physicians:  Fifteen  percent  of  all  residents 
trained  nationwide  are  trained  in  New  York  City  hospital  residency  programs.  Due  to  New 
York's  rate-setting  system  and  the  inability  of  New  York  hospitals  to  shift  the  costs  of  care  for 
the  uninsured  to  other  payers,  New  Yoilc  hospitals  -  public  and  private  -  rely  heavily  on 
graduate  medical  education  funding  to  pay  residents,  including  q)ecialty  residents,  who  provide 
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much  of  the  care  for  the  poor  in  the  City.  Therefore,  GME  funding  pays  for  more  than  medical 
training  in  New  York:  it  pays  for  services. 

•  New  York  Hospitals  Battle  Particularly  Severe  Epidemics:  Twenty  percent  of  all 
AIDS  cases  nationwide  are  treated  in  New  Yoric  City.  New  York  City  has  more  cases  of 
tuberculosis  than  Atlanta,  Boston,  Chicago,  Houston,  Los  Angeles,  Miami  and  San  Francisco 
combined.  In  addition.  New  York  has  more  cases  of  substance  abuse  than  any  other  city  in  the 
nation.  As  a  result,  New  York  hospitals  treat  sicker  and  costlier  patients  than  hospitals 
elsewhere  and,  therefore,  rely  heavily  on  Medicare  disproportionate  share  (DSH)  funds  to  help 
cover  these  costs. 

•  New  York  Hospitals  are  Undercapitalized:  Due  to  both  New  York's  strict  certificate 
of  need  program  as  well  as  its  restrictive  rate-setting  system.  New  York  hospitals  have  had 
difficulty  making  necessary  capital  improvements  and  building  the  cash  reserves  necessary  to 
secure  capital  financing  in  the  future.  Similarly,  New  York  hospitals  will  have  difficulty  finding 
the  capital  necessary  to  create  the  networks  envisioned  under  the  Administration's  plan. 
Adequate  Medicare  capital  financing,  access  to  FHA-backed  loans,  and  new  funds  for  network 
development  will  be  crucial  to  help  New  York  health  care  providers  improve  the  health  care 
infrastructure  and  prepare  for  reform. 

IMPACT  OF  PRESIDENT'S  HEALTH  CARE  REFORM  PLAN  ON  NEW  YORK  CITY 
AREA  PROVIDERS 

GNYHA  does  not  want  to  diminish  the  importance  of  achieving  universal  coverage,  and  will 
advocate  strongly  to  see  it  accomplished,  but  we  are  terribly  concerned  with  the  manner  in  which 
the  Administration's  plan  would  be  financed,  namely,  through  deep  cuts  in  the  Medicare  and 
Medicaid  programs  designed  to  assist  vulnerable  populations  and  the  providers  who  serve  them. 
GNYHA's  preliminary  analysis  indicates  that  if  the  plan  were  financed  as  currently  proposed, 
the  hospitals  in  New  York  City  would  experience  net  revenue  reductions  of  such  magnitude  that 
many  would  not  be  able  to  sustain  their  current  level  of  operations.  The  hospitals  most  at  risk 
appear  to  be  those  serving  high  concentrations  of  patients  whose  health  insurance  coverage  is 
publicly  financed  through  the  Medicare  and  Medicaid  programs.  This  finding  would  likely  hold 
for  other  large  urban  and  inner-city  communities  as  well. 

The  theory  underlying  the  health  reform  proposal  is  that  incremental  revenue  derived  from  the 
provision  of  health  insurance  coverage  for  the  currently  uninsured  will  offset  Medicare  and 
Medicaid  payment  reductions,  such  that  hospitals  and  other  health  care  providers  will  be  held 
harmless  from  major  funding  dislocations  caused  by  shifts  in  the  financing  of  health  care 
coverage  under  health  reform.  While  this  may  or  may  not  be  true  on  a  nationwide  basis,  it  is 
clearly  not  the  case  in  certain  regions  of  the  country,  particularly  large  urban  centers  that, 
heretofore,  have  attempted  to  ensure  access  to  health  care  services  for  all  who  are  in  need. 

Indeed,  hospitals  in  New  York  City  might  expect  to  realize  $8  billion  in  new  revenue  from  1996 
through  2000  from  the  provision  of  universal  health  insurance  coverage.  Yet,  this  would  leave 
a  revenue  gap  of  $4  billion,  since  the  value  of  the  expected  Medicaid  and  Medicare  payment 
reductions  is  about  $12  billion. 

A  five-year  loss  of  $4  billion,  or  $800  million  on  an  average  annual  basis,  representing  over  4% 
of  gross  revenues,  could  not  be  sustained  by  the  hospitals  in  New  York  City,  as  they  are 
currently  operating  with  virtually  no  financial  cushion.  In  many  other  areas  of  the  country,  a 
revenue  contraction  of  4%  would  squeeze  a  hospital's  profit  margin,  such  that  a  loss  of  this 
magnitude  would  inhibit  the  institution's  ability  to  invest  in  capital  projects  and  innovative 
programs,  but  it  would  not  put  the  hospital  out  of  business.  New  York's  voluntary  hospitals, 
on  the  other  hand,  are  operating  essentially  at  break  even,  such  that  a  4%  revenue  contraction 
would  force  the  closure  of  certain  programs  or  institutions.  When  the  financial  results  of  the 
private  and  public  hospitals  are  combined,  the  aggregate  bottom-line  margin  for  the  City's 
hospitals  in  1992  was  -1.1%. 

Mr.  Chairman,  1  have  provided  you  with  a  complete  copy  of  GNYHA's  preliminary  analysis  and 
have  attached  a  summary  table  to  this  statement. 
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HEALTH  REFORM  DOES  NOT  ELIMINATE  THE  NEED  FOR  UNCOMPENSATED 
CARE  ADJUSTMENTS 

The  problems  that  plague  American  society  are  particularly  pronounced  in  urban  and  inner-city 
areas  --  violence,  substance  abuse,  homelessness  and  other  public  health  epidemic  such  as  AIDS 
and  TB  that  are  raging  unabated.  Consequently,  urban  and  inner-city  hospitals  are  increasingly 
relied  upon  to  play  a  role  and  provide  services  that  exceed  the  traditional  understanding  of  health 
care  provider  and  health  care  services. 

It  is  for  precisely  this  reason  that  the  Administration's  proposal  to  eliminate  Medicaid 
disproportionate  share  funding  is  so  distressing  for  urban  hospitals.  The  Medicaid  DSH  program 
is  more  than  a  subsidy  for  care  to  the  uninsured:  It  recognizes  the  additional  costs  associated 
with  caring  for  the  poor  and  underserved  who  are  often  sicker  and  whose  needs  include  a  broad 
array  of  social  services  not  accounted  for  in  a  basic  benefit  package,  such  as  transportation, 
clothing,  security  and  housing.  The  Administration's  plan  acknowledges  these  added  costs  both 
in  its  proposal  for  risk  adjusting  health  premiums  and  with  the  establishment  of  a  "vulnerable 
populations"  pool,  yet,  GNYHA  is  concerned  that  these  programs  may  not  go  far  enough  to 
address  the  additional  costs  associated  with  these  patients.  With  respect  to  risk  adjustments,  it 
is  difficult  to  conceive  of  a  method  that  could  adequately  account  for  the  more  serious  health 
problems  of  urban  America.  For  instance,  a  mere  10%  of  Americans  account  for  more  than 
70%  of  health  outlays,  while  wholly  50%  account  for  less  than  3%.  Moreover,  the  vulnerable 
populations  pool  is  proposed  to  be  funded  at  a  capped  level  of  $800  million  annually  nationwide 
which  is  roughly  equal  to  the  value  of  Medicaid  DSH  payments  in  New  York  City  alone. 

The  Administration's  plan  recognizes  the  extraordinary  role  played  by  certain  of  these  providers 
serving  underserved  areas  through  its  special  designation  for  "Essential  Community  Providers." 
To  be  certified  as  "essential,"  a  hospital  must  be  located  in  an  area  designated  as  a  health 
professional  shortage  area  or  provide  a  "substantial  amount  of  health  services  ...  to  a  medically 
underserved  population."  The  Health  Security  Act  would  require  health  plans  to  contract  with 
"essential  community  providers"  during  a  five-year  transition  period.  GNYHA  supports  this 
provision  and  urges  that  essential  providers  be  defined  broadly  enough  to  capture  those 
voluntary,  non-profit  and  public-sector  providers  alike  that  have  demonstrated  a  commitment  to 
caring  for  underserved  communities. 

Finally,  GNYHA  cannot  emphasize  strongly  enough  that  many  of  the  problems  that  both  the 
residents  as  well  as  the  providers  in  this  City  experience  are  the  result  of  social  problems  that 
will  not  be  alleviated  with  the  provision  of  health  care  coverage.  This  nation  needs  health  care 
reform,  but  it  likewise  needs  thoughtful  solutions  to  the  larger  problems  of  inner-city 
communities  mentioned  before:  violence,  poverty,  substance  abuse,  and  the  like. 

TAX  TREATMENT  OF  NON-PROFIT  HEALTH  CARE  PROVIDERS 

The  Administration's  health  plan  would  require  hospitals  and  other  non-profit  health  care 
organizations  to  assess  annually  the  health  care  needs  of  their  communities  and  to  develop  a  plan 
to  meet  those  needs  in  cooperation  with  community  representatives  in  order  to  qualify  as 
charitable  organizations  and,  therefore,  remain  tax-exempt.  Hospitals  in  New  York  have  been 
held  to  a  similar  standard  since  1991 ,  when  State  legislation  was  enacted  requiring  voluntary  not- 
for-profit  hospitals  to  develop  community  service  plans  and  to  report  annually  on  their  efforts 
to  meet  community  need.  The  community  service  plan  requirement  in  New  York  has  several 
components,  including:  making  publicly  available  an  institution's  mission  statement;  soliciting 
community  involvement;  determining  and  meeting  community  needs;  and  demonstrating  an 
institution's  financial  commitment  to  its  community.  Therefore,  this  particular  provision  of  the 
Administration's  health  plan  does  not  present  a  problem  or  challenge  for  GNYHA's  members. 

Nevertheless,  I  remain  concerned  with  the  notion  that  health  care  reform  in  and  of  itself  will 
alleviate  the  financial  and  other  burdens  that  have  gradually  become  the  responsibility  of  urban 
and  inner-city  hospitals.  I  have  already  described  the  impact  that  violence,  homelessness, 
substance  abuse  and  other  public  health  epidemics  have  had  on  GNYHA's  members  and 
similarly  situated  institutions  nationwide.  The  provision  of  a  package  of  basic  health  care 
benefits  will  not  fix  this  broad  array  of  social  problems  that  have  flowed  to  urban  hospitals. 
Therefore,  I  believe  that  it  will  be  quite  a  long  time  before  the  tax-exempt  status  of  these  not- 
for-profit  institutions  may  be  legitimately  challenged. 
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CONCLUSION 

Congressman  Rangel  and  members  of  the  Subcommittee,  I  gready  appreciate  today's  opportunity 
to  present  GNYHA's  early  views  of  the  Administration's  proposal  for  health  reform.  To 
reiterate,  while  we  strongly  support  the  goals  of  reform,  particularly  the  provision  of  universal 
coverage,  we  remain  concerned  with  the  financing  strategy  presented  to  date  as  it  appears  to  put 
New  York  City  area  providers  at  significant  risk.  GNYHA  looks  forward  to  working 
constructively  with  you  and  your  colleagues  in  the  coming  months  in  crafting  a  reform  plan  that 
improves  the  lives  and  health  of  all  Americans,  and  does  not  disadvantage  urban  and  inner-city 
communities. 
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Chairman  Rangel.  Mr.  Wolfert. 

STATEMENT  OF  MARC  S.  WOLFERT,  VICE  PRESmENT, 
GOVERNMENT  ASSISTED  PROGRAMS,  HEALTH  INSURANCE 
PLAN  OF  GREATER  NEW  YORK 

Mr.  Wolfert.  Thank  you,  Mr.  Chairman. 

I  am  Marc  Wolfert,  vice  president  of  Government  Assisted  Pro- 
grams for  the  Health  Insurance  Plan  of  Greater  New  York,  a  not- 
for-profit,  prepaid  group  practice  model  HMO  operating  in  New 
York,  New  Jersey,  and  Florida.  I  am  pleased  to  testify  about  HIFs 
unique  experience  providing  integrated  health  care  to  inner-city, 
at-risk  populations. 

We  also  appreciate  this  opportunity  to  address  some  of  the  im- 
portant provisions  in  President  Clinton's  Health  Security  Act. 

First  let  me  provide  the  subcommittee  with  a  brief  history  of  the 
HIP  system.  HIP  was  created  during  a  time  of  health  care  crisis 
in  New  York  City  nearly  50  vears  ago  as  a  not-for-profit  organiza- 
tion with  a  mission  to  provide  adequate,  affordable  health  care  to 
diverse  populations. 

Today  the  HIP  system  serves  nearly  1.2  million  members.  We 
have  found  our  prepaid  group  model  system  to  be  highly  effective. 
HIP  has  served  Medicaid  recipients  since  the  inception  of  the  Med- 
icaid program  in  1966.  Voluntary  Medicaid  enrollment  now  exceeds 
71,000  members. 

Medicaid  recipients  and  special  populations,  many  of  whom  re- 
side in  inner  cities  where  social  factors  driven  by  poverty  result  in 
poor  transportation,  poor  housing,  inadequate  schooling  and  low 
educational  achievement,  drug  abuse,  illegitimacy  and  the  disturb- 
ing results  associated  with  violence,  present  special  challenges  to 
a  health  plan. 

HIP  has  found  one  of  the  best  ways  to  combat  this  myriad  of  so- 
cial and  environmental  factors  is  to  insist  on  a  one-class  system  of 
health  care  that  doesn't  differentiate  between  individuals  based  on 
their  ability  to  pay.  For  example,  HIP  centers  in  federally  des- 
ignated, medically  underserved  communities  in  New  York,  such  as 
the  Manhattan  West  Center  at  Amsterdam  Avenue  and  155th 
Street  in  Harlem,  have  a  substantial  mix  of  Medicaid  as  well  as 
commercial  HIP  members. 

HIP  salutes  the  core  principles  on  which  the  President  has  built 
his  proposal  for  health  system  reform.  Specifically,  the  administra- 
tion should  be  recognized  for  including  in  the  Health  Security  Act 
provisions  which  are  responsive  to  the  pressing  health  needs  of 
inner  city  populations,  including  a  comprehensive  benefit  package, 
provisions  which  would  protect  community  health  against  commu- 
nicable diseases,  grants  for  core  public  health  functions,  coopera- 
tive activities  to  reduce  violence  levels  in  communities,  et  cetera. 

There  are  three  major  features  of  the  Health  Security  Act  that 
concern  HIP  based  on  our  preliminary  analysis  of  this  far-reaching 
legislation.  First,  the  act  includes  several  substantial  surcharges  to 
health  plan  premiums,  costs  which  are  not  now  built  into  our  price 
structure. 

Examples  of  these  are  included  in  my  written  testimony.  Con- 
servatively these  would  total  between  7  and  10  percent  of  premium 
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increases,  while  the  national  median  HMO  surplus  margin  is 
approximately  3.4  percent. 

These  assessments,  coupled  with  the  premium  caps,  penalize 
already  efficient  HMOs  that  have  kept  administrative  costs  under 
8  percent  and  whose  surplus  funds  are  used  to  improve  services  to 
members. 

Second,  we  support  the  idea  conceptualized  in  the  alliance  sys- 
tem of  an  inte|frated  regulatory  apparatus.  However,  our  experi- 
ence operating  in  three  States  causes  us  concern  that  the  alliances 
would  likely  operate  as  an  additional  layer  of  bureaucracy  on  top 
of  the  State's  current  regulatory  structures. 

Third,  the  alliance  boundaries  will  be  drawn  by  States.  As  a 
November  5  article  in  the  New  York  Times  titled  "Conflict  is  Seen 
Between  Regions  in  Health  Plan"  points  out,  separating  Long 
Island  into  one  alliance  and  the  five  boroughs  of  New  York  City 
into  another  will  drive  up  rates  for  inner-city  residents. 

Presentl)^  HIP  community  rates  that  entire  geographic  area  of 
New  York  City,  Long  Island  and  Westchester  area,  resulting  in  af- 
fordable premiums  for  all. 

Finally,  there  are  significant  tax  issues  which  must  be  addressed. 

First,  the  act  requires  all  health  plans  to  offer  a  point-of-service 
product  in  addition  to  our  HMO  activity,  the  only  product  we  now 
offer.  This  could  have  far-reaching  implications  for  the  501(c)(3) 
status  of  health  plans. 

A  second  tax-related  concern  which  is  not  addressed  in  the 
Health  Security  Act  relates  to  access  to  capital  for  tax-exempt  orga- 
nizations such  as  HIP.  Mr.  Chairman,  you  have  been  a  strong  sup- 
porter of  repealing  the  $150  million  cap  on  tax-exempt  debt  which 
is  imposed  on  organizations  exempt  fi^om  paying  taxes  under 
501(c)(3)  of  the  code.  This  cap  is  a  significant  barrier  to  our  ability 
to  expand  and  renovate  our  facilities  and  equipment. 

We  have  noted  in  this  testimony  only  a  few  of  the  structural  and 
operational  aspects  which  concern  us  and  which  may  result  in  con- 
flicting goals  that  will  consume  health  dollars  better  used  to  meet 
the  needs  of  our  enrollees. 

We  look  forward  to  working  with  you,  Mr.  Chairman,  and  with 
this  committee  to  correct  some  of  the  concerns  noted  above  and  to 
help  shape  the  final  legislation. 

Thank  you. 

Chairman  Rangel.  Thank  you. 

[The  prepared  statement  and  attachments  follow:] 
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Written  Statement 

prepared  by 

Marc  Wolfert 

Vice-President,  Government  Assisted  Programs 

Health  Insurance  Plan  of  Greater  New  York 

before  the 

Subcommittee  on  Select  Revenue  Measures 

Committee  on  Ways  and  Means 

U.S.  House  of  Representatives 

Washington,  DC 

Tuesday,  November  9,  1993 

My  name  is  Marc  Wolfert  and  I  am  Vice-President  for  Government  Assisted 
Programs  for  the  Health  Insurance  Plan  of  Greater  New  York,  a  not-for-profit,  prepaid  group 
practice  model  health  maintenance  organization  operating  in  New  York,  New  Jersey  and 
southeast  Florida. 

I  am  pleased  to  present  testimony  today  that  outlines  HIP's  unique  experience 
providing  integrated,  comprehensive  health  care  to  iimer  city  residents  and  at-risk 
populations. 

We  also  appreciate  this  opportunity  to  address  some  of  the  many  important  provisions 
in  President  Chnton's  Health  Security  Act  which  could  fundamentally  restructure  the 
American  health  care  system. 

BACKGROUND  / 

First,  let  me  provide  the  subcommittee  with  a  brief  history  of  the  HIP  system. 

HIP  was  created  during  a  time  of  health  care  crisis  in  New  York  City  nearly  50  years 
ago,  as  a  not-for-profit  organization  with  a  mission  to  provide  quality,  affordable  health  care 
to  diverse  populations. 

From  its  beginning,  HIP  has  offered  health  care  coverage  through  a  community-rating 
system.   This  rating  system  treats  everyone  as  part  of  the  same  community  ~  young,  old, 
healthy,  sick.   It  allows  varied  groups  to  pay  the  same  price  for  a  wide  range  of  benefits 
based  on  the  anticipated  cost  of  care  for  everyone.   HIP  views  community  rating  as  the  best 
way  to  spread  risk  while  assuring  access  to  health  care  for  all  people.   We  strongly  support 
the  Clinton  plan's  reliance  on  community  rating. 

Today,  the  HIP  system  serves  nearly  1.2  million  members  throughout  the  New  York 
City  metropolitan  area,  New  Jersey  and  southeast  Rorida.   HIP  members  are  employees  of 
groups  as  diverse  as  Fortune  SOO  companies,  federal,  state  and  city  governments,  middle  size 
and  small  businesses.   Others  receive  benefits  through  the  Medicare  and  Medicaid  programs, 
and  some  enroll  directly  in  a  special  plan  for  uninsured  individuals.   HIP  also  offers 
coverage  to  a  number  of  special  populations  including  uninsured  children  and  small 
businesses  enrolled  in  state  subsidized  programs  in  New  York.    In  New  Jersey,  in  addition  to 
enrolling  large  and  small  employer  groups,  and  Medicare  and  Medicaid  beneficiaries,  we  are 
enrolling  uninsured  individuals  in  compliance  with  that  state's  recently  enacted  health 
insurance  reform  plan.   In  Florida  HIP  participates  in  the  newly  established  small  employer 
plan.   Shortly,  HIP  Network  of  Florida  will  enter  into  a  Medicaid  contract. 

In  New  York  and  New  Jersey,  HIP's  prepaid  group  practice  system  relies  on 
affiliations  with  groups  of  physicians  devoted  on  a  full-time  basis  to  the  care  of  HIP 
members.   Affiliated  physicians  practice  in  medical  centers  with  colleagues  from  virtually 
every  specialty.   At  present,  HIP-New  York  contracts  with  six  independent  medical  groups 
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for  the  services  of  618  primary  care  physicians  and  297  specialty  physicians.  HIP  members 
have  access  to  over  800  consultant  specialists  on  a  referral  basis.  Affiliated  physicians  care 
for  patients  in  HIP-owned  or  leased  medical  centers. 

We  have  found  our  prepaid  group  model  system  to  be  highly  effective  for  a  variety  of 
reasons.   The  emphasis  on  preventive  care  helps  providers  detect  illness  at  its  initial  stages, 
making  early  intervention  possible  and  helping  to  avoid  more  costly  care  for  advanced 
illness.   Since  affiliated  physicians  devote  themselves  on  a  full-time  basis  to  the  medical 
groups,  they  have  no  financial  incentive  to  provide  unnecessary  services.    At  the  same  time, 
affiliated  physicians  are  free  to  order  any  diagnostic  tests  they  believe  are  appropriate. 

The  Congressional  Budget  Office  has  recognized  the  efficiencies  of  group  and  staff 
model  HMOs. 

Fully  integrated  HMOs  with  their  own  delivery  systems  are  the  forms 
of  managed  care  for  which  demonstrated  cost  savings  are  the  greatest.   CBO 
has  estimated  that  staff-  and  group-model  HMOs  reduce  personal  health 
expenditures  by  15  percent  from  their  levels  under  traditional  private  health 
insurance  with  typical  coinsurance.   ("Estimates  of  Health  Care  Proposals 
from  the  102nd  Congress,"  Congressional  Budget  Office,  July  1993.) 

Further,  the  CBO  has  found: 

Moving  people  from  fee-for-service  medicine  into  staff-  and  group 
model  HMOs  would  reduce  health  care  spending.   If  everyone  with  health 
insurance  were  to  enroll  in  these  HMOs,  national  health  expenditures  could 
decline  by  up  to  10  percent.   ("Managed  Competition  and  Its  Potential  to 
Reduce  Health  Spending,"  Congressional  Budget  Office,  May  1993.) 

Clearly,  findings  such  as  these  have  influenced  much  of  the  Clinton  health  reform 
proposal. 

HIP  AND  INNER  CITY,  AT-RISK  POPULATIONS 

HIP  is  the  largest  and  most  experienced  provider  of  managed  care  to  Medicaid 
recipients  in  New  York  State.   HIP  has  served  Medicaid  recipients  since  the  inception  of  the 
Medicaid  program  in  1966.   HIP  was  the  first  prepaid  health  plan  in  New  York  State  and 
one  of  the  first  in  the  country  to  enroll  Medicaid  recipients.   Voluntary  Medicaid  enrollment 
now  exceeds  71,000. 

Medicaid  recipients  and  special  populations,  many  of  whom  reside  in  the  inner  cities 
where  social  factors  driven  by  poverty  result  in  poor  transportation,  poor  housing,  inadequate 
schooling  and  low  educational  achievement,  drug  abuse,  illegitimacy,  and  the  disturbing 
results  associated  with  violence,  present  special  challenges  to  a  health  plan.   However,  HIP 
has  made  great  strides  to  provide  integrated  health  care  services  in  these  areas.    HIP  insists 
on  a  one  class  system  of  health  care  that  doesn't  differentiate  among  groups  or  individuals 
based  on  their  ability  to  pay  or  by  the  source  of  payment  we  receive  for  their  care.    For 
example,  HIP  centers  in  federally  designated  medically  underserved  communities  in  New 
York,  such  as  the  Manhattan  West  center  at  Amsterdam  Avenue  and  15Sth  Street  in  Harlem, 
the  Washington  Heights  center  on  West  185th  Street  and  Broadway,  and  the  Bedford 
Williamsburg  center  in  Brooklyn,  each  has  a  substantial  mix  of  Medicaid  as  well  as 
commercial  HIP  members.   (See  Appendix  A.)  This  one  class  concept  must  be  a  major 
component  of  any  health  care  reform  proposal  passed  by  Congress. 

In  addition,  Medicaid  recipients  and  other  high  risk  populations  must  have  the 
opportunity  to  choose  from  among  competing  health  plans.   Lx)w  income  individuals  should 
have  the  opportunity,  like  other  consumers,  to  change  their  health  plans  if  they  aren't  happy 
with  the  care  they  receive.   HIP's  experience  with  Medicaid  recipients  demonstrates  that  this 
approach  can  be  very  successful. 


163 


Despite  our  efforts,  the  health  care  system  alone  cannot  nor  should  it  be  expected  to 
solve  all  of  the  many  interrelated  social  factors  that  contribute  to  the  tremendous  problems  in 
poor,  rural  and  urban,  areas  of  America. 

Dr.  Harold  Freeman,  Director  of  the  Department  of  Surgery  at  Harlem  Hospital  in 
New  York  who  testified  before  this  subcommittee  in  June,  has  been  particularly  eloquent  in 
his  appraisal  of  the  socio-economic  problems  of  poor  Americans  ~  both  urban  and  rural 
without  regard  to  race  or  ethnicity  --  and  about  the  impact  these  factors  have  on  the  public 
health.    His  study  of  the  incidence  of  cancer  among  poor  Americans  clearly  demonstrates  the 
very  real  health  care  consequences  that  occur  as  a  result  of  poverty  in  disadvantaged  groups. 
("Cancer  in  the  Socioeconomically  Disadvantaged,"  American  Cancer  Society,  1990.) 

Notwithstanding  these  challenges,  HIP  has  been  effective  in  providing  medical  care  to 
low-income  populations  that  suffer  from  poor  health  status  often  as  a  result  of  the  social  and 
environmental  problems  we've  already  discussed.    Our  emphasis  on  prevention  and 
intervention  along  with  vigorous  efforts  to  educate  our  members  have  had  significant  results. 

We  have  found  that  coordinating  government  programs,  developing  a  realistic 
approach  to  costs,  community  rating,  emphasizing  a  choice  of  plan,  providing  education  and 
orientation,  recognizing  and  responding  to  the  special  needs  of  Medicaid  and  other  at-risk 
populations,  and  developing  appropriate  expectations  for  data  must  be  essential  components 
of  any  health  care  reform  plan  that  is  to  have  significant  success  changing  health  outcomes  at 
the  local  -  community  -  level. 

Specifically,  HIP  assists  its  special  needs  members  with  unique  programs.   These 
include  the  Child/Teen  Health  Plan  the  goal  of  which  is  to  safeguard  and  ensure  that  all 
Medicaid  eligible  children  from  birth  through  age  21  are  under  a  continuing  program  of 
preventive  and  primary  health  care  consistent  with  early  and  periodic  screening,  diagnostic 
and  treatment  (EPSDT)  criteria;  substance  abuse  treatment  programs;  family  planning  and 
reproductive  health  services;  a  good  health  incentive  program  that  encourages  families  that 
are  newly  enrolled  in  HIP  to  obtain  a  base  line  physical;  pre-natal  monitoring  and  incentive 
program;  and  a  case  management  program  with  a  component  targeting  pregnant  teenagers. 

Since  1989,  HIP  has  participated  in  a  state  demonstration  project  for  the  employed 
uninsured  which  was  designed  to  test  the  ability  to  insure  employer  groups  that  don't  offer 
health  benefits.   Current  enrollment  in  the  program  is  2,340. 

Since  1991,  HIP  has  operated  the  Child  Health  Plus  program,  another  state 
demonstration  project  that  enrolls  uninsured  children  up  to  the  age  of  thirteen  for  outpatient 
services. 

Earlier  this  year,  HIP  responded  to  President  Clinton's  call  for  a  joint  public-private 
partnership  to  develop  innovative  approaches  to  vaccinating  children.   HIP  implemented  a 
program  in  the  spring  which  offered  free  immunizations  to  10,000  preschool  children, 
including  non-members  who  didn't  have  health  coverage  for  immunizations. 

Many  of  these  additional  programs  and  health  benefits  including  those  in  the  EPSDT 
program  have  been  made  possible  through  enhanced  Medicaid  reimbursement  in  New  York 
State.   Such  special  care  programs  are  extremely  important  if  at-risk  populations  are  to  be 
successfully  integrated  into  a  health  care  delivery  system  that  works. 

THE  CLINTON  PLAN 

HIP  salutes  the  core  principles  on  which  the  President  has  built  his  proposal  for  health 
system  reform  including  security,  simplicity,  savings,  choice,  quality  and  responsibility.   The 
President's  commitment  to  health  care  reform  and  the  impressive  work  Hillary  Rodham 
Clinton  has  done  to  develop  a  comprehensive  proposal  are  indeed  historic.   The  Health 
Security  Act's  1,342  pages  should  serve  as  a  foundation  on  which  to  develop  a  bill  that  can 
be  signed  by  the  President  by  the  end  of  this  Congress.   We  are  dedicated  to  helping  all  of 
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you  achieve  that  goal.   In  doing  so  we  would  hope  that  our  experience  as  a  prepaid,  group 
practice  HMO  serving  diverse  populations  for  nearly  fifty  years  might  shed  some  light  on 
certain  aspects  of  the  reform  process. 

Specifically,  the  Administration  should  be  recognized  for  including  in  the  Health 
Security  Act  provisions  which  are  responsive  to  the  pressing  health  needs  of  inner  city 
populations.   Some  of  these  include: 

•  A  comprehensive  benefit  package  which  includes  cradle-to-grave  periodicity  schedules 
for  immunizations,  tests  and  clinician  visits. 

•  Provisions  which  would  strengthen  the  capacity  of  state  and  local  public  health 
agencies  to  monitor  and  protect  the  community's  health  against  communicable 
diseases  and  exposure  to  toxic  environmental  pollutants,  occupational  hazards, 
harmful  products  and  poor  quality  health  care;  to  educate  health  care  consumers  and 
providers  about  their  role  in  preventing  and  controlling  disease  and  appropriate  use  of 
medical  services  (Section  3311); 

•  Grants  to  states  for  core  public  health  functions  including  monitoring  the  overall 
public  health  quality  and  safety  of  communities  including  assessing  exposure  to  high 
lead  levels  which  is  a  high  priority  program  for  many  of  our  inner  city  residents; 
investigation  and  control  of  adverse  health  conditions  including  improvements  in 
emergency  treatment  preparedness;  cooperative  activities  to  reduce  violence  levels  in 
communities  and  activities  to  control  the  outbreak  of  disease;  and  public  information 
and  education  programs  to  reduce  risks  to  health  such  as  the  use  of  tobacco,  alcohol 
and  other  drugs  (Sec.  3312);  and, 

•  Grants  to  community  health  centers  and  migrant  health  centers  and  grants  and 
contracts  to  public  and  nonprofit  entities  to  increase  the  capacity  of  individuals  to 
utilize  the  services  included  in  the  benefits  package.  These  grants  would  increase  the 
number  of  practice  sites  by  linking  providers  in  underserved  areas  with  each  other  and 
with  regional  health  care  institutions  and  academic  health  centers.  In  addition,  grants 
would  support  services  such  as  transportation,  community  and  patient  outreach, 
patient  education,  and  translation  services  (Sees.  3401-3461). 

We  think  these  and  other  similar  provisions  of  the  Act  are  essential  based  on  HIP's 
twenty-plus  years  of  experience  providing  health  services  to  Medicaid  beneficiaries.   We 
would  ask  that  a  copy  of  a  white  paper  entitled,  "Provision  of  Comprehensive  Health  Care 
Services  to  Medicaid  Recipients"  which  includes  our  findings  and  recommendations  about 
essential  health  and  support  services  for  low-income  people,  be  included  in  the  record.    (See 
Appendix  B.)  These  findings  support  the  several  sections  of  the  Act  which  authorize  the 
services  mentioned  above.   As  we  all  know,  the  Act  authorizes  discretionary  grant  and 
contract  programs  which  require  appropriations.   Based  on  our  experience,  these  core  public 
health  and  support  services  are  essentiiil  to  the  health  of  inner  city  low-income  populations 
and  can  only  be  assured  through  adequate  and  sustained  funding. 

TAX  ISSUES 

There  are  also  some  significant  tax  issues  which  have  been  identified  and  which  must 
be  addressed  if  we  are  to  continue  to  meet  the  demand  for  health  care  from  all  the 
populations  we  serve. 

The  Clinton  plan  contains  several  provisions  which  concern  HIP  because  of  the 
impact  they  would  have  on  our  status  as  a  tax  exempt  organization  under  Sec.  SO  1(c)(3)  of 
the  Internal  Revenue  Code. 

First,  the  Act  requires  all  health  plans  to  offer  a  point-of-service  (POS)  product  in 
addition  to  our  HMO  activity  ~  the  only  product  we  now  offer.  POS  allows  the  member  to 
decide  on  a  case  by  case  basis  whether  to  use  the  HMO's  services  or  receive  services  outside 
the  system  at  an  additional  cost  to  the  member. 
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The  concern  of  tax  exempt  HMOs  is  that  the  Internal  Revenue  Service  has  allowed 
exempt  organizations  to  do  some  amount  of  business  not  directly  related  to  their  tax-exempt 
purposes,  in  this  case,  our  HMO  activity.   The  code  does  require  that  income  tax  be  paid  on 
"unrelated  business"  income.   The  Internal  Revenue  Service  has  taken  the  position,  however, 
that  if  that  "unrelated  business"  activity  becomes  a  "substantial"  activity  of  the  exempt 
organization,  the  organization's  overall  tax  exemption  is  threatened,  in  the  extreme  case,  with 
revocation  of  that  status  retroactive  to  the  date  of  inception.   Various  revenue  rulings  and 
IRS  General  Counsel  memoranda  seem  to  indicate  that  the  IRS  views  "substantial"  as 
approximately  ten  percent  of  the  organization's  business.    Accordingly,  any  provision  in  the 
Act  which  merely  provides  that  exempt  organizations  will  pay  tax  on  their  POS  income  but 
does  not  address  the  question  of  "substantiality"  only  solves  one-half  of  the  problem. 

Another  concern  is  that  many  states  -  Florida,  Indiana,  New  Jersey  and  Ohio  for 
example  -  prohibit  HMOs  from  offering  a  POS  product  unless  the  HMO  obtains  a  license  to 
operate  as  an  insurance  carrier  ~  an  expensive  and  time  consuming  effort.   This  often 
involves  the  formation  and  capitalization  of  a  new  corporation,  adding  to  the  financial  and 
administrative  burdens  which  the  Act  is  seeking  to  control. 

The  Act  does  not  override  these  restrictive  state  laws,  nor  does  it  amend  the  Tax 
Code  with  respect  to  the  501(m)  concern  noted  above.   We  recommend  that  the  Act  be 
amended  (i)  to  permit  HMOs  to  offer  a  POS  product  on  an  optional  basis;  (ii)  to  clarify  that 
any  HMO  which  chooses  to  offer  POS  will  not  thereby  risk  its  tax  exemption;  and  (iii)  to 
allow  for  POS  products  to  be  offered  under  the  HMO's  state  license  as  an  HMO. 

Another  tax  related  concern  which  is  not  addressed  in  the  Health  Security  Act  relates 
to  access  to  capital  for  tax  exempt  organizations  such  as  HIP.   Mr.  Rangel  has  been  a  strong 
supporter  of  repealing  the  $150  million  cap  on  tax-exempt  debt  which  is  imposed  on 
organizations  exempt  from  paying  taxes  under  501(c)(3)  of  the  Internal  Revenue  Code.   This 
cap  is  a  significant  barrier  to  our  ability  to  expand  and  renovate  our  health  facilities  and 
equipment.   As  a  not-for-profit  corporation,  HIP  looks  to  the  debt  markets  as  the  primary 
source  of  external  funds  for  capital  investment.   The  alternative  for  HIP  of  having  to  raise 
capital  in  the  taxable  debt  markets  is  considerably  more  costly  and  difficult.   Under  the 
President's  plan,  universal  coverage  would  be  fully  implemented  by  1998.   Such  enormous 
expansion  means  HIP,  as  Just  one  plan,  would  have  to  significantly  increase  its  capacity  or 
face  the  prospect  that  we  would  have  to  restrict  enrollment  to  avoid  overcrowded  facilities 
and  demands  for  care  we  simply  couldn't  meet.   We  would  strongly  recommend  that  a  repeal 
of  the  cap  be  included  in  any  health  reform  legislation  that  passes  the  Congress. 

ADDITIONAL  CONCERNS  ABOUT  THE  ACT 

There  are  three  major  features  of  the  Health  Security  Act  that  concern  HIP  based  on 
our  preliminary  analysis  of  this  far  reaching  legislation. 

First,  the  Act  includes  several  substantial  surcharges  to  health  plan  premiums  -  costs 
which  are  not  now  built  into  our  price  structure.    These  include: 

2.5%  of  premium  for  operating  costs  of  the  alliances  (Sec.  1352); 

1.5%  of  premium  to  finance  graduate  medical  education  and  academic  medical  centers 

(Sec.  1353); 

2%  of  premium  for  contingency  reserve  to  underwrite  insolvencies  of  other  health 

plans  (Sec.  1204); 

0.5%  of  premium  for  assessments  during  the  transition  period  to  administer  a  national 

risk  pool  for  coverage  costs  for  uninsured  individuals  (Sec.  11007); 

Subsidies  in  instances  where  there  is  non-payment  of  premium  until  the  individual 

either  selects  a  source  of  coverage  or  payment  (Sec.  1323); 

Reimbursement  of  essential  community  providers  (school  based  health  programs, 

certified  essential  practitioners  and  Federally  Qualified  Health  Centers)  for  100%  of 

their  costs  based  on  Medicare  payment  principles  without  regard  to  our  having 

already  established  facilities,  health  care  providers  and  equipment  to  provide  the 
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mandated  benefits  and  services  (Sec.  1431); 

•  A  transitional  national  risk  pool,  funded  by  premiums  and  assessments  against  all 
insurers,  based  on  market  share  in  the  health  insurance  market  to  assure  coverage  for 
any  uninsured  person  or  group  unable  to  obtain  coverage  in  the  private  insurance 
market.    Additional  premiums  against  health  plans  may  be  levied  if  premiums  are  not 
sufficient  to  pay  claims  incurred  by  the  pool.  The  assessment  will  be  0.5  percent  of 
premium  (Sec.  1 1007);  and, 

•  Alliance  data  requirements  that  will  include  100%  encounter  reporting  and  electronic 
submission  of  claims  data  causing  many  health  plans  to  incur  substantial  costs  of 
revising  their  data  systems  which  are  not  now  based  on  individual  encounters.  Those 
costs  will  have  to  be  passed  on  to  purchasers  through  higher  premiums. 

Nfany  of  these  surcharges  are  to  support  essential  linkages  in  our  health  care  system 
and  they  should  be  funded  but  in  other  ways.   However,  we  do  take  strong  exception  to  the 
insolvency  fund  as  an  inappropriate  and  expensive  mechanism  to  protect  the  consumer  in  the 
event  of  health  plan  insolvency. 

The  fundamental  problem  resulting  from  these  surcharges  is  their  relationship  to  the 
premium  cap  contained  in  Title  VI  of  the  Act. 

If  health  plan  premium  increases  are  to  be  held  to  the  CPI  then  all  these  surcharges 
cannot  be  added  to  a  health  plan's  cost  structure.    Based  on  the  most  current  HMO  industry 
data  from  the  Group  Health  Association  of  America,  the  median  profit  margin  for  all  HMOs 
is  a  3.4%  retention.   HIP-New  York's  contribution  to  surplus  is  under  3.4%  and  we  use  that 
surplus  to  finance  improvements  in  facilities,  moderating  rate  increases  and  acquiring  the 
latest  technology.   Therefore,  it  does  not  seem  realistic  to  cap  premium  increases  while 
mandating  additional  assessments  to  premium. 

The  Health  Security  Act  does  not  permit  a  direct  pass  through  of  all  these  surcharges 
to  health  plan  premiums  and  would  result  in  both  unnecessary  rate  increases  and  reductions 
in  service  expansion  and  modernization.  The  Act  appears  to  be  penalizing  currently  efficient 
HMOs  whose  administrative  costs  are  under  8%  and  whose  surplus  funds  are  used  only  to 
subsidize  premium  increases  and  to  improve  services  to  members  through  capital  expansion 
and  modernization. 

Second,  we  support  the  idea,  conceptualized  in  the  alliance  system,  of  an  integrated 
regulatory  apparatus.    However,  our  experience  operating  in  three  states  causes  us  concern 
that  the  alliances  as  envisioned  in  the  Act  would  operate  as  an  additional  layer  of 
bureaucracy  on  top  of  the  states'  current  regulatory  structures.    For  example,  the  Act 
requires  alliances  to: 

Regulate  the  quality  of  care; 

Monitor  consumer  complaints; 

Review  marketing  literature; 

Evaluate  health  plan  rates; 

Monitor  fiscal  solvency  of  health  plans; 

Negotiate  with  providers  to  develop  a  budget  for  fee-for-service  plans; 

Establish  point-of-enroUment  mechanisms  for  individuals  not  previously  enrolled  in  a 

health  plan; 

Collect  and  analyze  utilization  data  from  health  plans; 

Operate  disenrollment  procedures  (for  cause)  and  re-enrollment  in  a  different  health 

plan;  and, 

•  Conduct  annual  open  enrollment  periods  which  could  require  highly  complex  and 
expensive  systems  to  track  the  choices  of  millions  of  people  (i.e.  the  NYC 
metropolitan  area)  and  to  transfer  adjusted  premiums  to  the  appropriate  health  plan. 

All  of  these  and  many  other  functions  will  be  monitored  by  a  governing  board  of 
employers  and  consumers,  leading  inevitably  to  very  large  and  expensive  staffs  of  attorneys, 
actuaries,  computer  experts,  accountants,  and  consultants. 
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Third,  the  alliance  boundaries  will  be  drawn  by  the  states.   As  the  November  5  New 
York  Times  article,  "Conflict  Is  Seen  Between  Regions  In  Health  Plan"  points  out, 
separating  Long  Island  into  one  alliance  and  the  five  boroughs  of  New  York  City  into 
another  will  drive  up  rates  for  inner  city  residents.   This  may  occur  because  Sec.  1202  of  the 
Act  permits  alliance  areas  to  be  based  on  a  consolidated  metropolitan  statistical  area  instead 
of  SMSA's.    Presently,  HIP  community  rates  that  entire  geographic  area  of  New  York  City, 
Long  Island  and  Westchester,  resulting  in  affordable  premiums  for  all.    Furthermore,  the 
creation  of  separate  alliances  for  New  York,  New  Jersey  and  Connecticut  will  create  a 
bureaucratic  nightmare  for  people  who  live  in  one  state,  receive  their  health  benefits  from  an 
employer  in  a  different  contiguous  state  and  choose  to  get  health  care  from  a  provider  in  the 
state  where  they  work,  not  where  they  live.   Additionally,  health  plans  such  as  HIP  could 
conceivably  have  to  contribute  to  the  operating  costs  of  different  alliances  in  New  York  City, 
Staten  Island,  Long  Island,  and  Westchester  and  Rockland  Counties.   Another  unnecessary 
cost  would  be  imposed  by  Section  1551  which  would  require  us  to  meet  a  minimal  capital 
standard  of  $500,000  in  each  alliance  area,  assuming  that  downstate  NY  is  subdivided  into 
several  alliances  as  described  in  the  Times. 

While  we  have  had  only  a  short  period  of  time  to  analyze  this  Act,  we  support  its 
objectives  and  we  are  willing  to  assist  with  any  efforts  to  modify  it  to  ensure  that  our 
members  in  New  York,  New  Jersey  and  Florida  are  able  to  continue  to  receive  affordable, 
comprehensive  health  benefits. 

HIP  has  noted  in  this  testimony  only  a  few  of  the  structural  and  operational  aspects 
which  concern  us  and  which  may  result  in  conflicting  goals  that  will  consume  health  dollars 
better  used  to  meet  the  needs  of  our  enrollees.   We  look  forward  to  working  with  this 
Committee  to  correct  some  of  the  concerns  noted  above  and  to  help  shape  the  final 
legislation. 
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APPENDIX  A 


HIP  Centers  in  Low  Income 
Medically  Underserved  Communities 


Center 

HMO 

CHP  * 

1 1 205          Bedford  Williamsburg 

233  Nostrand  Avenue 
Brooklyn,  NY  1 1205 

23,289 

4,424 

11225          Empire 

Eastern  Parkway  Center 
546  Eastern  Parkway 
Brooklyn,  NY  11225 

31.155 

4,101 

11218          Flatbush 

Church  Avenue  Center 
1000  Church  Avenue 
Brooklyn,  NY  11218 

25.354 

2,869 

1 1224          Coney  Island 

Nepnine  Avenue  Center 
1230  Nepninc  Avenue 
Brooklyn,  NY  11224 

10.610 

2.192 

10033          Washington  Heights 

West  185th  Street  Center 
4337  Broadway 
New  York,  NY  10033 

13,555 

1.923 

10031          Upper  Manhattan 

West  152nd  Street  Center 
1865  Amsterdam  Avenue 
New  York.  NY  10031 

15.357 

1,902 

10453           Grand  Concourse  Center 

2021  Grand  Concourse 
Bronx,  NY  10453 

39.342 

4.625 

10451          Southern  Center 

326-8  East  149th  Street 
Bronx,  NY  10451 

12.154 

2,635 

*  Designates  HIP's  Comprehensive  Health  Plan  for  Medicaid 
recipients. 
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APPENDIX  B 

December,  1992 

HEALTH  INSURANCE  PLAN  OF  GREATER  NEW  YORK 


PROVISION  OF  COMPREHENSIVE  HEALTH  CARE  SERVICES 
TO  MEDICAID  RECIPIENTS 

INTRODUCTION 

The  escalating  cost  of  New  York's  Medicaid  program,  which  exceed  S7  billion  a  year 
for  New  York  City  and  SIO  billion  statewide,  have  set  the  stage  for  a  major  restructunng  of 
health  care  services  delivery  to  Medicaid  recipients.  The  proposed  solution — shifting  half  of  the 
Medicaid  population  from  fee-for-service  Medicaid  to  coverage  by  HMOs  and  other  managed 
care  plans — poses  major  programmatic  and  financial  challenges  to  the  public  officials  who  must 
administer  the  program  and  to  the  providers  who  will  deliver  the  care.  The  ambitious  timetable 
for  expansion  of  Medicaid  managed  care  has  left  public  officials  and  providers  with  limited  time 
to  plan  for  the  expansion  of  existing  configuration  of  and  organize  managed  care  services  for 
Medicaid  recipients. 

An  important  advantage  in  this  effort  is  the  experience  that  HMOs  and  other  private 
sector  providers  have  had  in  serving  Medicaid  recipients.  The  largest  and  most  expenenced 
provider  of  managed  care  to  Medicaid  recipients  in  New  York  State  is  the  Health  Insurance  Plan 
of  Greater  New  York  (HIP),  which  has  served  Medicaid  recipients  since  the  inception  of  the 
Medicaid  program  in  1966.  HIP  was  the  first  prepaid  health  plan  in  New  York  State  and  one 
of  the  first  in  the  country  to  enroll  Medicaid  recipients.  HIP's  Medicaid  members  voluntanly 
enrolled  now  exceeds  56,000.  The  current  enrollment  of  51.486  New  York  City  Medicaid 
members  in  HIP  represents  approximately  60%  of  New  York  City's  Medicaid  recipients  who 
receive  managed  care. 

Beginning  in  the  late  1980's,  HIP  increased  its  efforts  at  enrolling  New  York  City  Medicaid 
recipients.  Within  the  past  four  years  it  has  entered  into  additional  contracts  to  enroll  Medicaid 
recipients  in  Suffolk.  Westchester  and  Nassau  Counties. 

HIP'S  experience  and  success  in  providing  comprehensive  managed  care  to  voluntarily 
enrolled  Medicaid  recipients  are  positive  indications  that  would  ensure  both  quality  of  care  and 
reduction  in  the  cost  of  health  care.  The  contemplated  increased  enrollment  of  Medicaid 
recipients  in  managed  care  will  be  achieved  through  planning  with  realistic  goals  for  expansion 
and  considerauon  of  the  special  needs  of  the  Medicaid  population. 


170 


The  purpose  of  this  paper  is  to  provide  background  information  on 

(a)  HIP'S  experience  as  a  provider  to  voluntarily  enrolled  Medicaid  recipients. 

(b)  HIP'S  efforts  to  expand  its  Medicaid  membership,  and 

(c)  the  implications  for  the  managed  care  initiative  of  HIP's  extensive  experience  in 
serving  Medicaid  recipients.  This  experience  if  utilized  will  provide  government 
the  opportunity  to  enroll  the  significant  numbers  of  Medicaid  recipients 
envisioned  for  a  well  managed  mandatory  program. 

1.  THE  VTEDTCArP  PROGRAM 

The  federal  Medicaid  legislation  that  was  enacted  in  1965  called  for  the  creation  of  a 
comprehensive  program  of  health  care  services  for  low-income  persons,  a  substantial  ponion  of 
the  cost  of  which  would  be  borne  by  the  federal  government  and  the  rest  by  the  states.'  Federal 
law  permits,  but  does  not  require,  local  governments  to  contribute  to  the  cost  of  Medicaid 
programs,  and  New  York  is  one  of  the  few  states  that  requires  its  local  governments  to  bear  a 
substantial  ponion  of  Medicaid  costs.  The  federal  law  sets  minimum  standards  for  program 
eligibility,  benefits,  administration,  and  other  matters  that  must  be  met  in  order  for  a  state  to  be 
eligible  to  receive  federal  funding.  Within  the  limitations  of  the  federal  requirements,  the  states 
(in  New  York,  local  government  working  with  the  state)  determine  the  scope  of  their  respective 
Medicaid  programs  and  are  principally  responsible  for  administering  them.  Every  state  has 
enacted  legislation  that  conforms  to  the  federal  Medicaid  law.  Despite  federal  regulation  of  the 
program,  the  state  programs  differ  significantly  in  eligibility,  benefits,  and  other  respects. 

New  York  State  enacted  its  Medicaid  legislation  shortly  after  the  enactment  of  the  federal 
legislation  and  has  conducted  a  Medicaid  program  ever  since. ^  The  range  of  benefits  provided 
to  New  York  Medicaid  recipients  is  extremely  broad.  More  than  2.6  million  persons  are 
enrolled  in  Medicaid  statewide,  with  1,614,380  of  them  residing  in  New  York  City,  71.518  in 
Westchester  County,  56,293  in  Nassau  County  and  81.079  in  Suffolk  County.'  The  Medicaid 
legislation  requires  that  Medicaid  recipients  have  the  right  to  select  the  providers  from  which 
they  receive  medical  care. 


P.L.  93-233. 


Social  Security  Act.  Title  XIX.  42  USCS  1396  gj  ^sa..  as  added  July  30,  1965. 

New  York  Social  Services  Law,  Sections  363  si  seq. 

New  York  State  Department  of  Social  Services.  Social  Statistics,  December,  1991. 
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The  amount  of  federal  financial  suppon  that  a  state  receives  for  its  Medicaid  program 
is  determined  by  a  formula  that,  in  theory  at  least,  reflects  the  state's  ability  to  bear  the  costs 
of  the  program.  The  federal  support  that  New  York  State  receives  is  just  above  the  minimum 
federal  contribution  of  50%.  New  York,  unlike  most  states,  requires  its  local  governments  to 
pay  a  substantial  share  of  Medicaid  costs.  At  the  present  time.  New  York  City  pays  23%  of  the 
cost  of  its  Medicaid  program.  New  York  State  pays  26% ,  and  the  federal  government  pays  51%. 

2.         PROBLEMS  OF  THE  MEDICAID  PROGRAM 

Despite  the  generous  benetlts  provided  by  the  New  York  State  Medicaid  program  and 
large  sums  of  public  money  devoted  to  it,  public  officials  and  other  key  commentators  have 
repeatedly  observed  that  there  are  many  deficiencies  in  the  health  care  services  provided  to 
Medicaid  recipients  and  that  better  care  could  be  made  available  at  reduced  cost.  The  severe 
t'lscal  problems  of  government  at  all  levels  have  brought  these  concerns  to  the  fore.  Among  the 
problems  that  have  been  cited  frequently  are  the  following: 

(a)        Lack  of  Access  to  Primary  Care 

Primary  care  should  be  the  central  component  of  any  health  care  delivery  system. 
Primary  care  physicians  are  the  family  doctors  who  see  patients  for  routine  ailments,  physical 
examinations,  and  preventive  care.  Because  their  patients  see  them  regularly,  pnmary  care 
physicians  know  their  patients,  identify  and  treat  health  problems  at  an  early  stage  before  they 
become  more  serious,  and  decide  when  a  patient  needs  to  obtain  specialized  care  from  another 
source. 

A  major  problem  for  the  Medicaid  program  has  been  a  severe  shortage  of  pnmary  care 
physicians  to  serve  Medicaid  recipient  who  seek  health  care  on  a  fee-for-service  basis."  New 
York  State  Medicaid  reimburses  physician  office  visits  at  rates  ranging  from  S7  to  S  19.50  per 


*  Building  Primary  Health  Care  in  New  York  City's  Low-Income  Communities. 

Christel  Brellochs,  Anjean  B.  Caner,  Barbara  Caress,  and  Amy  Goldman,  Community  Service 
Society  of  New  York,  1990,  pp.  I,  21-28;  Third  Annual  Report  to  the  Legislature  on  the 
Implementation  of  the  New  York  State  Managed  Medical  Care  Demonstration  Program.  New 
York  State  Depanment  of  Social  Services,  February,  1991,  p.  1;  Managed  Care  Demonstration 
Project  Implementation  Plan,  volume  I.  New  York  City  Human  Resources  Administration. 
Family  Support  Administration.  Office  of  Health  Services,  September.  1990,  pp.  i.  1-3.  7-8. 
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primary  care  visit,  a  rate  schedule  that  is  among  the  lowest  in  the  nation  and  that  discourages 
many  physicians  who  practice  in  New  York  from  accepting  Medicaid  patients.' 
Without  access  to  the  normal  sources  of  primary  care,  many  Medicaid  recipients  resort  to 
hospital  emergency  rooms  and  outpatient  depanments  or  to  storefront  medical  offices  that 
primarily  serve  Medicaid  patients  on  an  episodic  basis. 

(b)  Fragmented  Care 

A  problem  with  these  substitutes  for  primary  care  is  that  they  are  often  geared  to 
missions  other  than  that  of  providing  continuity  of  primary  care  services:  a  patient  sees  a 
physician  once  for  a  specific  complaint  and  may  never  see  the  same  physician  again. 
Arrangements  for  follow-up  of  patients  are,  in  some  cases,  ineffective.  Moreover,  because  the 
physician  is  not  always  familiar  with  the  patient's  medical  history,  he  or  she  will  lack 
information  that  would  be  helpful  in  diagnosis  and  treatment.  Even  though  the  technical 
competence  with  which  hospital  emergency  rooms  and  outpatient  clinics  provide  care  may  be 
very  high,  the  lack  of  continuity  of  the  patient/physician  relationship  and  the  difficulty  of 
providing  follow  up  care  are  among  the  reasons  that  the  overall  care  provided  is  in  many  cases 
deficient.' 

(c)  Lack  of  Preventive  Care 

A  striking  result  of  the  lack  of  access  to  care  of  Medicaid  patients  is  the  limited  use  that 
Medicaid  patients  make  of  preventive  health  care  services.  A  recent  study  has  shown  that  in 
some  zip  codes  in  upper  Manhattan  the  percentages  of  mothers  receiving  inadequate  prenatal 
care  was  in  the  range  from  35  %  to  45  % .'  Other  services  that  have  proven  to  be  effective  in 
preventing  or  limiting  the  severity  of  illnesses,  such  as  screening  and  treatment  for  pediatric 


Managed  Care  Demonstration  Project  Implementation  Plan,  volume  I.  New  York 
City  Human  Resources  Administrauon,  Office  of  Health  Services,  September,  1990,  p.  1: 
Primecare  Inc..  A  Medicaid  Partial  Capitation  Managed  Care  Program.  New  York  County 
Medical  Society  and  the  Manhattan  Central  Medical  Society  (undated),  p.  2;  Primary  and 
Preventive  Care  Task  Force  Preliminary  Report.  Health  Systems  Agency  of  New  York  City, 
February  23,  1991,  pp.  7-8. 

'  Managed  Care  Demonstration  Project  Implementation  Program,  volume  I,  New 

York  City  Human  Resources  Administration,  Family  Support  Administration,  Office  of  Health 
Services,  September,  1990,  p.  2;  Building  Primary  Health  Care  in  New  York  City's  Low- 
Income  Communities.  Christel  Brellochs,  Anjean  B.  Carter,  Barbara  Caress,  and  Amy  Goldman. 
Community  Service  Society  of  New  York,  1990,  pp.  19,  20,  25-30;  Draft  Report  on  Health 
Care.  The  Mayor's  Management  Advisory  Task  Force,  april  1,  1991,  pp.  13-14. 

'  Assessment  of  Maternal  and  Child  Health  Services  in  Upper  Manhattan.  Health 

Systems  Agency  of  New  York  City,  February  1990,  p.  66. 


173 


bronchitis  and  asthma,  adult  bronchitis,  pneumonia,  malignancy  of  female  reproductive  organs, 
diabetes,  ear  infections,  and  hypertension,  are  also  not  used  as  much  by  persons  in 
neighborhoods  with  high  Medicaid  enrollment  as  they  are  by  other  population  groups.' 

(d)        High  Utilization  and  Hi?h  Tom 

Among  the  significant  effects  of  the  way  that  Medicaid  recipients  receive  health  care  are 
the  high  levels  of  utilization  of  many  types  of  health  care  services.  The  average  Medicaid 
recipient  receiving  Aid  to  Families  with  Dependent  Children  ("AFDC")  sees  a  physician  62% 
more  often  than  persons  of  comparable  age  groups  who  are  enrolled  in  HIP.  On  average, 
Medicaid  enroUees  receiving  fee-for-service  care  have  127%  more  inpatient  discharges  than  HIP 
members  in  comparable  age  groups.  While  some  of  the  additional  use  of  medical  care  is 
attributable  to  the  social  environment  in  which  Medicaid  patients  live  and  to  their  greater 
vulnerability  to  illness  than  other  populations,  the  manner  in  which  care  is  provided  to  Medicaid 
patients  is  also  a  contributing  factor.  Lacking  access  to  appropriate  primary  care,  Medicaid 
patients  often  run  up  large  numbers  of  visits  without  receiving  the  coordinated  and  continuous 
care  that  they  need.  They  often  receive  inadequate  treatment  at  the  earlier  stages  of  their 
illnesses,  become  sicker,  and  are  more  likely  than  the  average  patient  to  require  hospitalization.' 


The  heavy  reliance  of  many  Medicaid  recipients  on  hospitals  for  ail  types  of  medical  care 
together  with  the  high  levels  of  utilization  makes  the  care  that  they  receive  very  costly.  These 
factors  have  resulted  in  the  paradox  that  although  the  fee-for-service  care  that  Medicaid 
recipients  receive  is  often  characterized  by  the  deficiencies  described  above,  the  amount  that  is 
spent  on  their  care  is  higher  than  that  of  other  sectors  of  the  population  of  similar  age  groups, 
including  those  covered  by  Blue  Cross,  commercial  carriers,  and  HMO's.'" 


*  Analysis  of  Primary  and  Preventive  Care  Needs:    Central  Harlem.  Southwest 

Bronx.  Bedford  Stuwesant/Crown  Heights.  Health  Systems  Agency  of  New  York  City,  July  24, 
1989,  pp.  1-5;  Building  Primary  Health  Care  in  New  York  City's  Low-Income  Communities. 
Christel  Brellochs,  Anjean  B.  Carter,  Barbara  Caress,  and  Amy  Goldman,  Community  Service 
Society  of  New  York,  1990.  pp.  17.  18. 

'  Draft  Report  on  Health  Care.  The  Mayor's  Management  Advisory  Task  Force, 

April  1,  1991,  pp.  9-13;  Building  Primary  Health  Care  in  New  York  City's  Low-Income 
Communities.  Christel  Brellochs.  Anjean  B.  Carter,  Barbara  Caress,  and  Amy  Goldman, 
Community  Service  Society  of  New  York.  1990.  pp.  34.  36.  Managed  Care  Demonstration 
Project  Implementation  Plan,  volume  I,  New  York  City  Human  Resources  Administration. 
Family  Support  Administration.  Office  of  Health  Services,  September.  1990,  pp.  2-3. 

'"  Draft  Report  on  Health  Care.  The  Mayor's  Management  Advisory  Task  Force. 

April  1,  1990,  p.  8. 
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3.  HEALTH  INSURANCE  PLAN  OF  GREATER  >rFW  YORK  (HIP) 

Health  Insurance  Plan  of  Greater  New  York  is  the  oldest  and  largest  prepaid 
health  plan  in  the  New  York  area  and  the  second  largest  in  the  United  States.  HIP  provides  its 
921,000  New  York  members  (1.1  million  system  wide)  with  comprehensive  health  care  services, 
emphasizes  primary  and  preventive  care,  and  employs  advanced  diagnostic  and  treatment 
techniques.  Ambulatory  care  services  are  provided  by  six  affiliated  medical  group  practices, 
which  provide  care  in  HIP's  tlfty-four  modem,  attractive  facilities,  nearly  all  of  which  have  been 
constructed  or  renovated  dunng  the  past  ten  years.  HIP's  service  area  includes  the  tlve 
boroughs  of  New  York  City  and  Nassau.  Suffolk  and  Westchester  Counties.  In  addition,  HIP's 
affiliates  operate  prepaid  health  plans  in  New  Jersey  and  Florida. 

HIP's  corporate  mission  has  been  shaped  by  three  historical  commitments.  The  first  is 
to  the  provision  of  affordable  health  care.  HIP  is  a  cost-conscious  provider.  The  effectiveness 
of  its  cost  containment  programs  has  enabled  it  to  keep  its  premiums  at  the  lowest  level  in  its 
service  area,  without  compromising  the  quality  or  accessibility  of  the  medical  care  that  it 
provides.    A  second  commitment  is  to  maintaining  the  highest  standards  of  medical  care. 


Rigorous  criteria  for  selection  of  physicians,  an  effective  peer  review  program,  the  most 
advanced  medical  equipment  and  technology,  an  internal  quality  assurance  program  for 
monitoring  all  aspects  of  patient  care,  and  access  to  leading  hospitals  and  highly  qualified 
specialists  are  among  the  factors  that  contnbute  to  HIP's  ability  maintain  its  high  quality  of  care. 

HIP's  third  historical  commitment  is  to  serve,  to  the  extent  feasible,  all  segments  of  the 
diverse  population  of  its  service  area.  HIP's  members  include  persons  from  all  social, 
economic,  and  demographic  backgrounds.  The  diversity  and  inclusiveness  of  HIP's  membership 
is  unusual  among  providers  of  health  care  benefits  in  the  New  York  metropolitan  area,  and  it 
has  contributed  to  HIP's  success  in  overcoming  the  separation  that  often  exists  between  health 
care  services  for  Medicaid  recipients  and  health  care  services  for  other  population  groups. 

4.         HIP'S  ENROLLMENT  OF  MEDICAID  RECIPIENTS 

HIP  has  enrolled  and  served  New  York  City  Medicaid  recipients  for  more  than  twenty 
years.  Its  role  in  Medicaid  expanded  in  1988  to  include  Suffolk  County,  where  HIP  has  a 
Medicaid  enrollment  of  about  2,595  members.  HIP  has  also  entered  into  contracts  with 
Westchester  County  and  more  recently  with  Nassau  County  to  provide  services  to  their  Medicaid 
recipients.  As  a  result,  HIP  will  soon  be  providing  care  to  Medicaid  recipients  throughout  its 
New  York  State  service  area. 
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The  largest  category  of  HIP's  48.884  Medicaid  recipients  consists  of  those  who  receive 
Aid  to  Families  with  Dependent  Children  ("AFDC"),  who  constitute  abut  69%  of  HIP's 
Medicaid  members.  The  coverage  for  AFDC  is  comparable  to  HIP's  comprehensive  HMO 
coverage.  Other  categories  of  HIP  Medicaid  recipients  receive  only  medical  services,  with 
hospital  coverage  provided  to  them  by  Medicaid. 

HIP's  enrollment  of  Medicaid  recipients  has  increased  rapidly  in  recent  years  as  a  result 
of  joint  efforts  on  the  part  of  HIP,  the  New  York  State  Depanment  of  social  services,  the  New 
York  City  Human  Resources  Administration,  and  the  Federal  Health  Care  Financing 
Administration.  With  the  cooperation  of  government,  HIP  has  tned  a  number  of  different 
marketing  methods  that  range  from  direct  mail  advertising  campaigns  to  health  fairs.  HIP's 
expenence  has  shown  that  the  most  effective  method  of  increasing  voluntary  enrollment  in 
managed  health  care  plans  is  a  program  of  one-on-one  contacts,  at  the  Income  Support  Centers, 
between  marketing  representatives  and  Medicaid  recipients. 

The  effectiveness  of  this  method  of  marketing  has  caused  HIP  to  rely  heavily  on  this 
approach,  despite  the  fact  that  it  is  highly  labor  intensive.  The  number  of  marketing 
representatives  devoted  to  the  Medicaid  program  has  been  increased  from  three  in  1987  to  a 
current  level  of  seventeen.  The  result  has  been  a  rapid  increase  in  enrollment.  Dunng  the 
twelve  month  period  that  ended  in  November.  1992.  Medicaid  enrollment  in  HIP  increased  by 
46%.  nsing  from  37,442  to  54,467. 

Achieving  this  growth  required  that  HIP  overcome  a  number  of  signir'icant  obstacles. 
A  Medicaid  recipient  who  wishes  to  enroll  in  HIP  must  receive  all  of  his  or  her  medical  care 
through  HIP,  giving  up  the  right  to  use  other  eligible  providers.  For  many  low-income  people, 
the  possession  of  a  Medicaid  card  appears  to  offer  a  range  of  choices  about  health  care  services 
that  may  not  be  available  to  them  in  many  other  aspects  of  their  lives.  Successful  marketing  of 
HIP's  services  to  Medicaid  recipients  requires  that  they  understand  that  the  advantages  of 
comprehensive  coverage  by  HIP  outweigh  perceived  psychological  and  practical  advantages  of 
a  seemingly  free  choice  of  providers. 

A  second  obstacle  to  growth  that  HIP's  Medicaid  enrollment  effort  has  had  to  overcome 
is  the  rapid  turnover  in  membership  that  occurs  as  a  result  of  individuals'  losing  their  Medicaid 
eligibility  either  temporarily  or  permanently.  Approximately  16.83%  of  Medicaid  enroUees 
cease  to  be  eligible  for  Medicaid  each  year  because  they  tlnd  employment,  because  their  income 
levels  nse  above  the  eligibility  limits,  or  because  of  delays  in  obtaining  recertification  of 
Medicaid  eligibility.  As  a  result  of  this  rapid  turnover.  HIP's  marketing  staff  must  recruit  5.328 
new  enrollees  each  year  in  order  merely  to  keep  Medicaid  enrollment  at  its  current  level. 

Despite  the  difficulties  of  increasing  Medicaid  enrollment,  there  is  every  indication  that 
the  voluntary  enrollment  of  Medicaid  recipients  will  continue  to  grow.  During  1992.  HIP 
projects  that  Medicaid  enrollment  in  HIP  will  increase  by  about  20%.  HIP  intends  to  maintain 
a  vigorous  effort  to  market  its  services  to  the  Medicaid  population. 
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In  addition  to  its  ongoing  efforts  to  expand  Medicaid  enrollment,  HIP  is  panicipating  in 
special  programs  to  serve  Medicaid  recipients.  These  include  panicipation  in  a  multiple  HMO 
demonstration  program  for  mandatory  enrollment  of  Medicaid  recipients  in  Brooklyn  and  a 
program  to  serve  methadone  patients  that  is  being  conducted  jointly  with  the  New  York  State 
Departments  of  Health  and  Social  Services  and  Beth  Israel  Medical  Center.  These  programs  are 
providing  HIP  with  further  experience  that  will  be  useful  in  connection  with  participation  in  the 
managed  care  initiative. 

5.         OVERCOMING    ESTABLISHED    HABITS    AND    EXPECT.ATTONS    OF 
■MEDICAID  RECIPIENTS 

Success  in  providing  care  to  Medicaid  recipients  requires  changing  the  patterns  of 
utilization  that  many  Medicaid  recipients  have  developed.  Most  commentators  agree  that 
Medicaid  recipients,  usually  for  want  of  another  alternative,  are  accustomed  to  the  fragmented 
and  episodic  style  of  care  descnbed  earlier.  They  are  not  accustomed  to  a  more  comprehensive 
and  methodical  approach  to  health  care  delivery  that  includes  periodic  physicians.  If  Medicaid 
recipients  are  to  take  full  advantage  of  the  services  available  to  them  through  HIP,  they  must 
understand  how  to  use  the  system. 

HIP'S  efforts  to  acquaint  Medicaid  members  with  its  system  of  care  start  at  the  time  of 
enrollment.  All  enrollment  of  Medicaid  recipients  by  HIP  is  done  in  person  at  the  Income 
Maintenance  Centers  or  at  HIP  center.  The  direct  contact  with  HIP's  Medicaid  marketing  staff 
creates  an  opportunity  for  explaining  the  services  that  HIP  provides  and  the  manner  in  which 
members  can  use  the  services.  At  the  time  of  enrollment,  the  member  selects  the  HIP  center 
at  which  he  or  she  is  to  receive  care,  and  the  marketing  representative  assigns  the  new  member 
to  an  HIP  Medicaid  Program  Officer  stationed  at  that  health  center.  The  marketing 
representative  provides  the  member  with  the  name  and  telephone  number  of  the  Medicaid 
Program  Officer.  In  addition,  the  marketing  representative  provides  the  new  member  with 
written  materials  that  explain  how  members  can  obtain  access  to  the  services  HIP  provides. 

The  role  of  HIP's  Medicaid  Program  Officers  is  crucial  to  the  success  of  HIP's  ability 
to  serve  Medicaid  recipients.  Although  HIP  is  committed  to  making  Medicaid  recipients  pan 
of  the  mainstream  of  its  membership,  it  recognizes  that  many  newly  enrolled  Medicaid  members 
will  have  to  be  oriented  to  a  comprehensive  health  care  delivery  system.  HIP's  Medicaid 
Program  Officers  provide  each  recipient  with  onentation,  assist  in  selecting  his  or  her  personal 
physician,  and  inform  the  member  of  how  to  go  about  changing  his  or  her  physician  and  how 
to  seek  assistance  in  resolving  problems.  Medicaid  Program  Officers  act  as  patient  advocates, 
helping  Medicaid  recipients  to  obtain  appointments  or  services  when  they  have  difficulty  doing 
so.  The  role  that  the  Medicaid  Program  Officers  play  in  resolving  service  problems  has 
contnbuted  significantly  to  member  satisfaction  and  to  the  low  rate  of  voluntary  turnover  of 
HIP's  Medicaid  members. 
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HIP  also  invites  each  new  Medicaid  member  to  attend  a  group  orientation  session 
explaining  HIP's  system  of  health  care  delivery.  Such  sessions  are  held  regularly,  and  members 
are  reimbursed  for  the  cost  of  transportation  to  and  from  the  meeting. 

HIP  actively  encourages  its  Medicaid  members  to  make  use  of  preventive  health  care 
services.  Medicaid  Program  Officers  explain  to  Medicaid  recipients  the  advantages  of  routine 
physical  examinations,  screenmg,  prenatal  care,  and  other  preventive  health  services.  Moreover. 
HIP  encourages  all  new  Medicaid  enrollees  to  obtain  base-line  physical  examinations,  and  it 
provides  them  an  incentive  to  do  so  by  offering  free  health-related  items  such  as  blankets  or  car 
seats  once  their  physical  examinations  have  been  completed.  In  addition  to  encouraging  AFDC 
Medicaid  members  to  avail  themselves  of  HIP's  preventive  health  care  services,  these  items  help 
members  meet  their  health  care  needs  and  those  of  their  children.  The  results  of  this  program 
have  been  positive.  A  preliminary  study  conducted  by  HIP  indicates  that  more  new  Medicaid 
members  have  been  obtaining  physical  examinations  than  previously  and  that  they  have  been 
having  their  examinauons  sooner  than  they  had  pnor  to  the  institution  of  the  incentive  program. 
A  similar  program  encourages  pregnant  women  to  obtain  prenatal  care  by  providing  free  child- 
care  items  to  women  who  keep  all  of  their  prenatal  care  appointments. 

HIP  Medicaid  Program  Officers  track  new  members  for  a  period  of  six  months  to  assure 
that  they  seek  and  receive  routine  physical  examinations  and  screening  as  well  as  any  other 
services  they  need.  The  Medicaid  Program  Officers  also  conduct  a  prenatal  monitoring  program 
for  all  Medicaid  mothers,  and  they  track  young  children  to  assure  that  immunizations  and  routine 
pediatric  examinations  are  conducted  in  accordance  with  established  schedules. 

Because  of  the  positive  results  described  above  and  the  growth  of  HIP's  Medicaid 
enrollment,  HIP  has  increased  the  number  of  Medicaid  Program  Officers.  The  present  number 
of  eleven  program  officers  will  be  increased  to  founeen  in  July,  1991. 

In  addition  to  these  special  programs  for  Medicaid  recipients,  HIP  has  a  case  management 
program  that  is  available  to  all  HIP  members  with  chronic  or  complicated  conditions.  For 
example,  all  teenage  mothers  are  included  in  the  case  management  program  because  they  are 
considered  to  be  at  risk.  The  case  management  program  assures  that  all  services  required  by 
these  patients  are  effectively  coordinated,  that  routine  prenatal  visits  are  scheduled,  and  that 
there  is  appropriate  follow  up  on  all  problems  that  arise. 

HIP's  Medicaid  program  has  been  successful  from  the  standpoint  of  member  services 
because  it  does  not  try  to  fit  Medicaid  into  the  role  of  a  commercial  account.  HIP  has  accepted 
what  it  cannot  change,  such  as  involuntary  turnover,  and  has  found  ways  to  deal  with  many 
potential  problems  through  outreach,  incentive  programs,  and  special  orientation  programs. 
These  endeavors  have  been  aided  by  the  strong  suppon  of  Medicaid  agencies  at  the  federal. 
state,  county  and  city  levels.  Such  support  has  been  essential  to  the  effectiveness  of  the 
program. 
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At  the  same  time,  HIP's  attention  to  the  special  needs  of  its  Medicaid  enrollees  does  not 
result  in  the  separation  of  Medicaid  members  from  other  HIP  members.  To  the  contrary,  all 
patients  receive  care  in  the  same  facilities  and  from  the  same  doctors.  Apan  from  enhanced 
programs  to  meet  needs  of  this  population.  Medicaid  members  are  not  distinguishable  from  other 
categories  of  members  enrolled  in  HIP.  The  success  that  HIP  has  had  in  enrolling  and  providing 
care  to  Medicaid  patients  represents  a  significant  step  towards  the  goal  of  including  Medicaid 
recipients  in  the  mainstream  of  medical  care  that  serves  non-Medicaid  populations. 

6.  RESLT.TS  OF  HTP'S  MEDICAID  TNITTATTVES 

HIP's  efforts  have  been  successful  in  many  respects.  Medicaid  enrollment  in  HIP,  which 
had  been  static  or  declining  until  1986,  has  now  started  to  grow  rapidly,  despite  the  large 
number  of  members  who  have  been  forced  to  withdraw  from  HIP  as  a  result  of  termination  of 
their  Medicaid  eligibility.  HIP's  retention  rate  for  members  who  do  not  lose  their  eligibility  has 
been  high.  One  reason  for  the  high  retention  rate  is  that  Medicaid  recipients  who  choose  HIP 
are  largely  satisfied  with  the  services  they  receive.  The  results  of  surveys  conducted  by  the  New 
York  City  Human  Resources  Administration  to  determine  satisfaction  of  Medicaid  recipients 
have  consistently  shown  that  there  is  a  high  level  of  satisfaction  with  HIP. 

HIP  has  been  effective  in  providing  improved  care  to  a  population  that  generally  suffers 
from  poor  health  status  and  social  and  environmental  problems  that  make  the  provision  of  health 
care  services  more  difficult  than  for  the  non-Medicaid  population.  Medicaid  members  enrolled 
in  HIP  receive  baseline  physical  and  prenatal  care  and  obtain  coordinated  care  through  their 
primary  care  physicians. 

In  addition  to  providing  Medicaid  enrollees  with  access  to  quality  care,  HIP  has 
significantly  reduced  unnecessary  utilization  of  health  care  services.  The  AFDC  Medicaid 
population  in  general  has  a  hospital  utilization  rate  of  157  discharges  per  1.000  recipients. 
AFDC  Medicaid  recipients  enrolled  in  HIP  have  an  average  utilization  of  98  discharges  per 
1,000.  Apart  from  the  positive  effect  on  quality  of  care,  this  37.8%  reduction  in  hospital 
discharges  is  significant  from  a  financial  point  of  view,  since  well  over  half  of  HIP's 
expenditures  are  attributable  to  the  costs  of  hospital  care  for  its  members.  A  similar 
improvement  in  utilization  patterns  applies  to  physicians'  services:  6.6  visits  per  year  for  a  non- 
HIP  AFDC  Medicaid  recipient  compared  to  3.8  visits  per  year  for  AFDC  Medicaid  recipients 
enrolled  in  HIP,  resulting  in  a  42.4%  reduction  in  visits. 

At  times,  concerns  are  expressed  that  Medicaid  recipients  may  not  be  receiving  enough 
services.  Although  no  one  has  determined  the  optimal  level  of  services  for  a  given  population 
group,  it  is  notable  that  HIP's  utilization  rates  for  its  membership  as  a  whole  are  in  line  with 
industry  norms,  the  rates  of  utilization  for  HIP's  Medicaid  recipients,  although  lower  than  for 
Medicaid  fee-for-service.  are  higher  than  those  for  non-Medicaid  members  of  HIP:  Hospital 
discharges  for  HIP  Medicaid  patients  are  42%  higher  than  for  non-Medicaid  members,  and 
patient  days  are  35%  higher.  These  differences  reflect  special  needs  of  the  Medicaid  population 
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that  result  from  social  and  environmental  factors  leading  to  increased  risk  of  illness.  They  are 
also  an  indication  of  HIP's  willingness  and  ability  to  adapt  its  level  of  service  to  meet  the  special 
needs  of  Medicaid  recipients. 

fflP's  success  in  reducing  unnecessary  utilization  has  benefited  Medicaid  recipients 
enrolled  in  HIP  by  minimizing  the  number  of  days  that  they  must  stay  in  the  hospital,  by 
reducing  the  number  of  unnecessary  laboratory  tests  they  must  submit  to,  and  by  sparing  them 
the  inconvenience  of  making  numerous  visits  to  physicians  when  a  smaller  number  would 
suffice.  Inappropriate  or  excessive  use  of  medical  services  is  a  form  of  poor  quality  care  that 
affects  the  provision  of  services  to  the  Medicaid  population",  and  HIP's  system  of  health  care 
delivery  is  an  effective  means  of  addressing  such  utilization. 

7.  FINANCIAL  SAVTNr.S  TO  GOVERNMENT 

Enrollment  of  Medicaid  recipients  in  HIP  has  already  produced  substantial  cost  savings 
for  the  state  and  city  governments,  and  those  savings  will  increase  as  HIP's  Medicaid  enrollment 
increases.  HIP's  monthly  per  capita  premium  for  providing  care  to  Medicaid  recipients  is 
$131.77  per  person  per  month.  The  cost  of  fee-for-service  Medicaid  coverage  for  a  comparable 
mix  of  age  groups  is  $175.68  per  month.  The  33.32%  reduction  in  costs  based  upon  HIP's 
existing  New  York  City  enrollment  of  40,842  will  result  in  annual  savings  for  the  twelve  month 
period  beginning  July  1,  1992,  of  approximately  S22  million  as  compared  to  the  cost  to 
government  of  providing  Medicaid  services  on  a  fee-for-service  basis.  Approximately  $5.5 
million  of  this  amount  will  represent  direct  savings  to  the  New  York  City  government.  Further 
increases  in  enrollment  in  HIP  will  result  in  a  corresponding  increase  in  the  savings. 

The  substantial  savings  to  government  that  are  being  realized  from  the  enrollment  of 
Medicaid  recipients  in  HIP  are  the  result  of  HIP's  structure,  the  efficiency  with  which  it 
provides  care,  and  the  effective  use  of  cost  containment  measures.  HIP's  system  for  delivering 
care  eliminates  financial  incentives  for  unnecessary  laboratory  tests  and  for  other  forms  of 

unnecessary  utilization.  In  addition,  HIP  provides  prescriptions  for  Medicaid  recipients  not 
enrolled  in  HIP.  As  a  result  of  these  and  other  arrangements,  HIP  has  successfully  addressed 
many  of  the  problems  and  abuses  that  have  led  to  the  high  cost  of  providing  Medicaid  coverage. 

In  addition  to  cost  containment  measures,' Medicaid  expenditures  for  HIP  coverage  are 
reduced  by  the  use  of  community  rating  to  determine  the  premiums  that  Medicaid  pays  to  HIP. 
In  a  community  rating  system,  premiums  for  all  enrollees  are  equal,  regardless  of  age,  health, 
and  other  factors.that  bear  upon  the  amount  of  health  services  that  a  particular  population  group 


'  Managed  Care  Demonstration  Project  Implementation  Plan,  volume  1 ,  New  York 

City  Human  Resources  Administration,  Family  Support  Administration,  Office  of  Health 
Services,  September,  1990,  pp.  2-3;  Draft  Report  on  Health  Care.  The  Mayor's  Management 
Advisory  Task  Force,  April  1,  1991,  Chapter  I,  p.  7. 
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might  be  expected  to  require.  In  other  words,  each  member's  premium  is  based  upon  the 
average  cost  of  healthcare  coverage  for  all  members  of  the  plan.  Medicaid  recipients,  on  the 
average,  use  more  medical  services  than  the  average  of  HIP's  non-Medicaid  members.  This  is 
true  even  in  a  managed  care  setting  because  environmental  and  other  factors  make  Medicaid 
recipients  more  prone  to  illness  than  the  general  population.  The  higher  rate  of  utilization  by 
Medicaid  recipients  is  not  reflected  in  the  premium  paid  to  HIP  for  Medicaid  coverage,  with  the 
result  that  Medicaid  costs  are  lower  than  they  would  be  if  the  premium  were  based  upon  the  cost 
of  serving  Medicaid  patients. 

8.         CONCLUSIONS  AM)  RECOMMEIVDATIONS 

HIP  has  demonstrated  its  ability  to  provide  services  to  the  Medicaid  population  in  a 
manner  that  can  attract  a  significant  enrollment  on  a  voluntary  basis.  It  has  also  shown  that, 
despite  continuous  involuntary  terminations  of  members  who  cease  to  meet  Medicaid  eligibility 
requirements.  HIP  can  attract  new  Medicaid  recipients  at  a  rate  that  is  rapid  enough  to  increase 
its  Medicaid  enrollment  substantially.    HIP  anticipates  that  this  increase  will  conanue. 

HIP  is  also  prepared  to  participate  actively  in  efforts  prompted  by  the  recent  legislative 
action'^  expanding  managed  care  for  Medicaid  recipients  through  a  mandatory  program. 
However  HIP's  experience  suggests  that  enrollment  of  a  substantial  ponion  of  the  Medicaid 
population  with  managed  care  providers  raises  issues  that  must  be  addressed.  The  effectiveness 
of  any  health  care  delivery  system  depends  in  large  measure  upon  the  active  participation  and 
cooperation  of  those  who  are  receiving  the  care.  There  is  a  causal  link  between  the  success  of 
HIP  in  providing  care  to  Medicaid  recipients  and  the  fact  that  each  person  enrolled  in  HIP  made 
a  decision  to  do  so.  Whether  persons  assigned  to  HIP  or  limited  to  a  selection  of  HMO's  that 
includes  HIP  would  be  prepared  to  learn  about  HIP's  system  and  to  adhere  to  its  methods  of 
operation  is  not  entirely  clear.  To  the  extent  that  Medicaid  recipients  are  not  motivated  to  do 
so,  the  switch  from  fee-for-service  to  managed  care  may  be  less  beneficial,  in  terms  of  both 
improved  health  care  and  financial  savings,  than  might  be  anticipated  on  the  basis  of  HIP's 
experience  to  date.  The  enrollment  of  a  large  number  of  Medicaid  recipients  in  a  short  penod 
of  time  might  exacerbate  this  problem,  by  making  it  difficult  to  provide  necessary  outreach  and 
orientation  services  to  Medicaid  enroUees  to  make  the  most  effective  use  of  the  health  care 
services  made  available  to  them. 

The  proposal  to  emphasize  managed  care  in  the  Medicaid  program  offers  significant 
potential  for  improving  health  care  services,  while  reducing  the  high  costs  of  the  Medicaid 
program,  at  the  same  time,  it  is  essential  that  government  officials  and  providers  of  managed 
care  work  together  to  develop  solutions  to  the  potential  problems  of  a  massive  expansion  of 
managed  care  in  the  Medicaid  program.  HIP  and  other  managed  care  providers  have  had  a  great 
deal  of  experience  with  Medicaid  recipients  over  an  extended  period  and  extensive  knowledge 
of  what  works  and  what  does  not  work  in  providing  managed  care  to  a  Medicaid  population. 


Chapter  165,  Laws  of  1991. 
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This  experience  and  the  information  derived  fh)m  it  should  be  of  substantial  value  vo  government 
officials  in  canying  out  the  ambitious  expansion  program  that  is  contemplated.  The  following 
are  among  the  lessons  to  be  drawn  from  HIP's  experience: 

(a)  Governmental  coordination  Medicaid  is  an  extremely  complex  program,  and 
responsibility  for  its  administration  is  divided  among  all  three  levels  of  government.  HIP's 
success  in  providing  services  to  Medicaid  recipients  is,  in  large  measure,  attributable  to  the 
ability  of  federal,  state,  and  local  governmental  officials  to  work  together.   HIP  has  enjoyed  a 

high  level  of  cooperation  from  government  that  has  proven  that  problems  will  be  resolved 
promptly  and  definitively.  Continuation  of  this  high  level  of  coordination  and  cooperation  is  an 
absolute  condition  for  the  success  of  the  program  for  expanding  Medicaid  enrollment. 

(b)  Realistic  approach  to  costs  and  program  goals  The  desired  benefits  of  increased 
use  of  managed  care  in  the  Medicaid  program  can  be  attained  only  if  governmental  officials 
conunue  to  view  cost  containment  goals  in  the  context  of  the  overall  program  objective  of 
providing  high  quality  comprehensive  health  care.  Governmental  financial  pressures  and  the 
need  to  control  Medicaid  costs  have  had  a  positive  effect  as  an  impetus  for  correcting  many  of 
the  problems  with  fee-for-service  Medicaid.  But  there  is  a  danger  that  excessive  emphasis  on 
the  cost  saving  aspect  of  these  reforms,  unrealistic  expectations  about  the  amount  of  such 
savings,  and  underestimation  of  the  challenges  of  the  proposed  expansion  of  managed  care  could 
impair  the  success  of  the  managed  care  initiative.  The  understanding  that  governmental  officials 
have  of  these  difficulties  has  been  crucial  to  the  success  that  HIP  has  had  to  date  in  caring  for 
Medicaid  recipients.  A  continuation  of  this  view  of  Medicaid  reform  is  necessary  to  permit  HIP 
and  other  quality  providers  of  Medicaid  services  to  contribute  to  progress  toward  cost 
containment  and  improved  services. 

(c)  Community  Raring  As  discussed  above,  Medicaid  recipients  are  more  costiy  to 
serve  than  HIP's  non-Medicaid  population.  At  present,  the  additional  cost  to  HIP  of  the 
Medicaid  program  can  be  accommodated  in  the  community  rate  because  Medicaid  recipients 
constitute  a  relatively  small  portion  of  HIP's  total  membership  and  because  a  large  portion  of 
HIP's  Medicaid  population  is  in  the  AFDC  category.  Should  there  be  a  significant  increase  in 
HIP's  Medicaid  population  or  in  the  proportion  of  Medicaid  members  who  are  in  more  costiy 
categories,  such  as  Home  Relief,  alternative  rates,  which  would  soften  the  cost  impact  on  HIP 
while  still  producing  significant  savings  for  government,  would  need  to  be  considered  by 
government.   Such  methods  have  already  been  used  in  New  York  State. 

(d)  The  importance  of  choice  HIP's  success  in  serving  Medicaid  recipients  appears 
to  be  linked  to  its  members'  decision  to  choose  HIP  as  the  source  of  their  medical  care. 
Medicaid  recipients  who  are  involuntarily  assigned  to  a  managed  care  provider  may  have  less 
incentive  to  adapt  to  a  new  system  of  health  care  delivery.     The  provisions  in  the  recent 
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legislation  requiring  that  at  least  three  plans  be  offered'^  is  a  step  towards  assuring  some  degree 
of  choice  of  providers,  but  it  is  not  clear  whether  that  will  prove  to  be  sufficient  to  motivate 
Medicaid  recipients  to  use  managed  care  systems  appropriately.  Implementation  of  mandatory 
managed  care  programs  should  be  closely  monitored  and  adapted  to  the  special  needs  of  the 
Medicaid  recipients  assigned  to  managed  care  providers. 

(e)  Emphasis  on  education  and  orientarion  One  of  the  clearest  lessons  from  HIP's 
experience  is  the  importance  of  close  connection  between  the  marketing  of  HMO  services  to 
Medicaid  recipients  and  the  education  of  Medicaid  recipients  to  use  HIP's  system  appropriately. 
Any  program  of  mandatory  assignment  of  Medicaid  recipients  to  managed  care  providers  should 
place  even  greater  emphasis  on  member  education  and  orientation. 

(0  Recognize  special  needs  of  Medicaid  recipients  and  provide  appropriate  services 
to  meet  them  Medicaid  recipients  have  greater  health  needs  than  the  general  population  of 
comparable  age  groups.  HIP  has  found  the  administrative  case  management  functions  of  the 
Medicaid  Program  Officers  to  be  invaluable  in  helping  to  assure  that  Medicaid  recipients  receive 
the  services  they  need. 

(g)        Limit  administrative  demands  for  data    To  the  extent  that  the  emphasis  on 

"managed  care  is  aimed  at  providers  who  serve  mainly  non-Medicaid  patients,  it  would  be  helpful 

->T  governmental  authorities  to  reconsider  some  of  the  more  burdensome  data  requirements  that 

-z  imposed  on  Medicaid  providers.    HIP  has  extensive  internal  monitoring  procedures,  and  it 

-egulated  by  numerous  government  agencies  at  the  federal,  state,  and  city  levels.    While 

itional  data  might  be  appropriate  in  a  situation  involving  a  new  HMO  or  managed-care 

gram  or  in  one  whose  membership  is  predominanUy  Medicaid,  such  a  high  level  of  scrutiny 

jld  not  appear  to  be  necessary  for  established  programs,  the  bulk  of  whose  membership  is 

Medicaid  recipients. 

HIP's  experience  as  a  provider  of  comprehensive  services  to  Medicaid  recipients  has  bene 
a  positive  one  for  HIP,  its  physicians,  and  the  members  it  serves.  This  experience  indicates  that 
well-managed  HMO's  are  in  a  position  to  play  a  significant  role  in  the  effort  to  improve  the 
quality,  accessibility,  and  cost  effectiveness  of  medical  care  to  Medicaid  recipients  through  the 
use  of  managed  care.  HIP  remains  committed  to  an  enhanced  role  in  serving  Medicaid 
recipients  who  become  HIP  members,  whether  on  a  voluntary  or  a  mandatory  basis. 


New  York  Social  Services  Law,  Section  364-j(6)(b). 
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Chairman  Rangel.  Mr.  McEntee. 

STATEMENT  OF  GERALD  McENTEE,  INTERNATIONAL 
PRESIDENT,  AMERICAN  FEDERATION  OF  STATE,  COUNTY 
AND  MUNICIPAL  EMPLOYEES,  AFL-CIO;  ACCOMPANIED  BY 
STANLEY  HILL,  INTERNATIONAL  VICE  PRESIDENT, 
AMERICAN  FEDERATION  OF  STATE,  COUNTY  AND  MUNICI- 
PAL EMPLOYEES,  AFLr-CIO;  AND  EXECUTIVE  DIRECTOR, 
DISTRICT  COUNCIL  37,  NEW  YORK 

Mr.  McEntee.  Thank  you,  Mr.  Chairman.  I  am  Grerald  McEntee, 
president  of  the  American  Federation  of  State,  County  and  Munici- 
pal Employees.  We  are  the  Nation's  largest  union  of  public  employ- 
ees and  health  care  workers.  On  my  ri^t  is  Stanley  Hill,  our  exec- 
utive director  of  District  Council  37  representing  130,000  New  York 
Citv  Government  employees  of  which  30,000  work  in  the  city's  pub- 
lic hospitals  and  Public  Health  Department. 

We  appreciate  the  opportunity  to  testify  about  the  impact  of 
President  Clinton's  healtn  plan  on  inner-city  residents  and  health 
care  providers.  Among  AFSCME's  1.3  million  members  are  more 
than  100,000  acute  care  hospital  workers,  most  of  whom  work  in 
inner-city  public  hospitals,  including  Harlem  Hospital  and  New 
York  City's  other  public  hospitals. 

They  wash  the  floors,  they  change  the  beds,  serve  the  meals, 
provioe  nursing  services  and  treat  patients  and  when  their  shifts 
are  over,  most  return  home  to  the  same  inner-city  neighborhoods 
where  they  work.  Public  hospital  workers  see  the  failing  of  Ameri- 
ca's healtn  care  system  every  day,  children  dying  of  preventable 
diseases  because  their  parents  couldn't  afford  immunizations. 

We  see  emergency  rooms  filled  with  people  in  crisis  who  couldn't 
find  a  doctor,  but  public  hospital  workers  also  know  that  their  hos- 
pitals are  the  only  place  where  no  one  will  be  turned  away,  the 
only  health  security  for  many  inner-city  residents.  The  national 
health  reform  plan  to  be  enacted  by  this  Congress  must  protect  and 
assist  these  hospitals  in  the  transition  into  a  new  delivery  system 
so  they  can  continue  to  be  there  for  all  who  need  them.  It  is  time 
for  Congress  to  do  its  part  and  pass  comprehensive  health  care  re- 
form. 

We  must  guarantee  true  health  security  for  all  Americans.  Like 
you,  Mr.  Chairman,  we  have  been  critical  of  managed  competition 
and  the  President's  plan  would  in  certain  respects  promote  it.  How- 
ever, unlike  the  bill  sponsored  by  Congn*essman  Jim  Cooper,  the 
President  prevents  the  kind  of  managed  competition  that  would 
deny  coverage  to  millions  of  Americans. 

The  President  requires  an  employer  mandate,  guarantees  a  com- 
prehensive benefit  package  which  includes  preventive  care  and  pro- 
vides assistance  to  low-income  families  and  businesses.  For  years, 
AFSCME  has  had  favored  a  single-payer  plan  because  it  is  the 
most  simple  and  efficient  way  to  provide  health  security  for  all 
Americans  whether  they  live  in  Harlem  or  Scarsdale,  South 
Central  L.A.  or  Beverly  Hills. 

We  continue  to  support  single-payer  reform  principles  and  will 
work  with  you,  Mr.  Chairman  and  the  administration,  to  ensure 
that  the  principles  of  imiversal  guaranteed  coverage  and  choice  are 
incorporated  into  the  plan.  We  do  commend  the  President  for  his 


184 

bold  leadership.  He  has  proposed  a  health  security  plan  that  guar- 
antees insurance  to  everyone  and  uses  the  power  of  the  Federal 
Grovemment  to  organize  the  financing  and  structure  of  a  new 
health  insurance  system.  While  we  strongly  support  basic  elements 
of  the  President's  plan,  we  are  very  concerned  that  disproportionate 
share  funds  will  be  nearly  eliminated.  The  Clinton  plan  provides 
health  benefits  to  almost  all  uninsured  people,  but  public  hospitals 
will  continue  to  be  one  of  the  few  sources  of  health  care  for  an  esti- 
mated 3.2  million  undocumented  residents,  400,000  of  whom  live  in 
New  York  City  and  public  hospitals  will  also  be  forced  to  absorb 
the  cost  of  care  to  low-income  people  who  cannot  afford  the 
copayment  requirements  in  the  Clinton  plan. 

We  are  also  concerned  that  the  President  has  decided  to  cap  sub- 
sidies for  low-income  individuals  If  subsidies  are  not  available  to 
all  who  need  them  then  we  will  once  again  see  our  emergency 
rooms  fill  up  with  people  who  couldn't  get  care  when  they  needed 
it  and  our  public  hospitals  will  pay  the  bill. 

As  you  Imow,  Mr.  Chairman,  the  original  intent  of  disproportion- 
ate share  funds  was  to  cover  the  broad  range  of  additional  services 
needed  by  low-income  patients  in  urban  communities,  costs  that 
will  inevitably  continue  after  national  health  reform.  The  Presi- 
dent's proposal  to  designates  certain  providers  as  essential  commu- 
nity providers  and  give  them  additional  assistance  is  a  good  one, 
but  any  definition  of  essential  community  providers  must  include 
hospitals  as  well  as  clinics  and  essential  community  providers  will 
need  the  funds  to  keep  and  attract  the  doctors  they  need. 

For  inner-city  hospitals  to  survive  they  must  be  given  a  fair 
chance  to  compete.  After  decades  of  neglect,  their  infrastructure  is 
crumbling.  A  1993  study  by  the  National  Association  of  Public  Hos- 
pitals estimates  that  public  hospitals  have  at  least  $15  billion  in 
unmet  capital  needs  and  yet  they  cannot  get  the  capital  they  need. 

Without  capital,  many  public  hospitals  will  not  survive  the  tran- 
sition to  national  health  care.  We  will  lose  what  is  one  of  our  great- 
est resources  in  inner-city  neighborhoods. 

Finally,  our  last  point  and  absolutely  critical,  that  the  enormous 
changes  proposed  in  the  President's  plan  not  harm  health  care 
workers.  Public  and  private  hospitals  will  undergo  major  trans- 
formations as  the  plan  for  managed  competition  becomes  effective. 
Already  in  anticipation  of  the  President's  plan  hospitals  and  HMOs 
have  escalated  the  pace  of  mergers  and  consolidations. 

Threats  of  privatization  are  increasing.  Layoffs  have  occurred  in 
many  facilities  both  public  and  private.  Some  of  these  changes  may 
be  necessary  and  may  be  even  unavoidable,  but  one  thing  is  clear. 
It  is  essential  that  the  bill  adopted  by  Congress  recognize  the  expe- 
rience and  commitment  of  health  care  workers.  Their  skills  must 
be  utilized  in  the  new  delivery  system.  Health  care  worker  protec- 
tions must  be  included  in  the  plan.  They  are  essential  to  its  success 
and  essential  to  AFSCME  support  of  the  plan. 

Mr.  Chairman,  the  time  for  national  health  security  has  finally 
come  and  we  are  privileged  to  be  able  to  work  with  you  and  the 
administration  to  make  comprehensive  health  care  reform  a  reality 
for  all  Americans. 

Thank  you. 

[The  prepared  statement  follows:] 


185 


TESTIMONY  OF  GERALD  W.  McENTEE 
AMERICAN  FEDERATION.  OF  STATE,  COUNTY  AND  MUNICIPAL  EMPLOYEES, 

AFL-CIO 


Mr.  Chairman  and  members  of  the  Committee,  I  am  Gerald  W.  McEntee,  President  of  the 
American  Federation  of  State,  County  and  Municipal  Employees  (AFSCME),  the  nation's  largest 
union  of  public  employees  and  health  care  workers.  I  am  accompanied  by  Stanley  Hill, 
Executive  Director  of  AFSCME  District  Council  37,  representing  130,000  New  York  City 
government  employees  of  which  30,000  work  in  the  City's  public  hospitals  and  public  health 
department.  We  appreciate  the  opportunity  to  testify  about  the  impact  of  President  Clinton's 
health  plan  on  inner  city  residents  and  health  care  providers. 

Among  AFSCME's  1.3  million  members  are  more  than  100,000  acute  care  hospital 
workers,  most  of  whom  work  in  inner  city  public  hospitals,  including  Harlem  Hospital  and  New 
York  City's  other  public  hospitals.  They  wash  the  floors,  change  the  beds,  serve  the  meals, 
provide  nursing  services,  and  treat  patients,  and  when  their  shifts  are  over,  many  of  them  return 
home  to  the  same  inner  city  neighborhoods  where  they  work. 

Public  hospital  workers  see  the  failings  of  America's  health  care  system  every  day  - 
children  dying  of  preventable  diseases  because  their  parents  couldn't  afford  immunizations  and 
emergency  rooms  filled  with  people  in  crisis  who  couldn't  find  a  doctor.  But  public  hospital 
workers  also  know  that  their  hospitals  are  the  only  place  where  no  one  will  be  turned  away  - 
the  only  health  security  for  many  inner  city  residents.  The  national  health  reform  plan  to  be 
enacted  by  this  Congress  must  protea  and  assist  these  hospitals  in  the  transition  into  a  new 
delivery  system  so  they  can  continue  to  be  there  for  all  who  need  them. 

It's  time  for  Congress  to  do  its  part  and  pass  comprehensive  health  care  reform.  We 
must  guarantee  true  health  security  for  all  Americans.  like  you,  Mr.  Chairman,  we've  been 
critical  of  managed  competition,  and  the  President's  plan  would,  in  certain  respects,  promote 
it.  However,  unlike  the  bill  sponsored  by  Congressman  Jim  Cooper,  the  President  prevents  the 
kind  of  managed  competition  that  would  deny  coverage  to  millions  of  Americans.  The  President 
requires  an  employer  mandate,  guarantees  a  comprehensive  benefit  package  which  includes 
preventive  care,  and  provides  assistance  to  low-income  families  and  businesses. 

For  years,  AFSCME  has  favored  a  single  payer  plan  because  it  is  the  most  simple  and 
efficient  way  to  provide  health  security  for  all  Americans,  whether  they  live  in  Harlem  or 
Scarsdale,  South  Central  Los  Angeles  or  Beverly  Hills.  We  continue  to  support  single  payer 
reform  principles  and  will  work  with  you  and  the  Administration  to  ensure  that  the  principles 
of  universal,  guaranteed  coverage  and  choice  are  incorporated  into  the  plan. 

We  commend  the  President  for  his  bold  leadership.  He  has  proposed  a  health  security 
plan  that  guarantees  insurance  to  e%feryone  and  uses  the  power  of  die  Federal  Government  to 
organize  the  financing  and  structure  of  a  new  health  insurance  system. 

While  we  strongly  support  much  of  the  President's  plan,  we  are  very  concerned  that 
disproportionate  share  fiinds  will  be  nearly  eliminated.  The  Clinton  plan  provides  health 
benefits  to  almost  all  uninsured  people,  but  public  hospitals  will  continue  to  be  one  of  the  few 
sources  of  health  care  for  an  estimated  3.2  million  undocumented  residents,  400,000  of  whom 
live  in  New  York  City.  And  public  hospitals  will  also  be  forced  to  absorb  the  cost  of  care  to 
low-income  people  who  cannot  afford  die  co-payment  requirements  in  the  Clinton  plan. 

We  are  also  concerned  that  the  President  has  decided  to  cap  subsidies  for  low-income 
individuals.  If  subsidies  are  not  available  to  all  who  need  them,  then  we'll  once  again  see  our 
emergency  rooms  fill  up  with  people  who  couldn't  get  care  when  they  needed  it,  and  our 
public  hospitals  will  pay  the  bill. 

As  you  know,  Mr.  Chairman,  the  original  intent  of  disproportionate  share  funds  was  to 
cover  the  broad  range  of  additional  services  needed  by  low-income  patients  and  urban 
communities  -  costs  that  will  inevitably  continue  after  national  health  reform. 

The  President's  proposal  to  designate  certain  providers  as  "essential  community 
providers"  and  give  them  additional  assistance  is  a  good  one.  But  any  definition  of  essential 
community  providers  must  include  hospitals  as  well  as  clinics.  And  essential  community 
providers  will  need  the  funds  to  keep  and  attract  the  doctors  they  need. 

For  inner  city  hospitals  to  survive,  they  must  be  given  a  fair  chance  to  compete.  After 
decades  of  neglect,  their  infrastructure  is  crumbling.  A  1993  study  by  the  National  Association 
of  Public  Hospitals  estimates  that  public  hospitals  have  at  least  SI 5  billion  in  unmet  capita] 
needs,  and  yet  they  cannot  get  the  capital  they  need.  Without  capital,  many  public  hospitals  will 
not  survive  the  transition  to  national  health  care.  We  will  lose  what  is  one  of  our  greatest 
resources  in  iimer  city  neighborhoods. 
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Finally,  it  is  absolutely  critical  that  the  enormous  changes  proposed  in  the  President's 
plan  not  harm  health  care  workers.  Public  and  private  hospitals  will  undergo  major 
transformations  as  the  plan  for  managed  competition  becomes  effective.  Already,  in  anticipation 
of  the  President's  plan,  hospitals  and  HMOs  have  escalated  the  pace  of  mergers  and 
consolidations.  Threats  of  privatization  are  increasing.  Layoffs  have  occurred  in  many  facilities, 
public  and  private. 

Some  of  these  changes  will  be  necessary  and  unavoidable.  But  one  thing  is  clear;  it  is 
essential  diat  the  bill  adopted  by  Congress  recognize  the  experience  and  commitment  of  healdi 
care  workers.  Their  skills  must  be  utilized  in  the  new  delivery  system.  Health  care  worker 
protections  must  be  included  in  the  plan.  They  are  essential  to  its  success  and  essential  to 
AFSCME's  support  of  the  plan. 

Mr.  Chairman,  the  time  for  national  health  security  has  finally  come.  We  are  privileged 
to  be  able  to  work  with  you  and  the  Administration  to  make  comprehensive  health  care  reform 
a  reality  for  all  Americans. 

Thank  you. 
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Chairman  Rangel.  Mr.  Hill,  do  you  have  anything  to  add? 

Mr.  Hill.  Very  little  to  add  except  to  say  last  nieht  Mr.  Chair- 
man by  actually  chance,  I  went  to  a  town  meeting  where  Congress- 
m£in  Maloney  called  it  and  Congressman  Gephardt  was  there,  but 
many  of  our  workers  were  there  at  the  NYU  Center.  They  talked 
about  what  President  McEntee  talked  about.  They  talked  aJbout 
what  Marc  talked  about  and  what  Ken  talked  about  in  terms  of 
dealing  with  health  care  in  New  York  City. 

As  you  know — and  you  have  been  a  tremendous  ally  and  friend 
and  a  person  whenever  we  called  on  you  to  get  help  in  tJie  public 
hospitals  you  have  been  there.  I  want  to  emphasize,  we  want  to 
make  sure  that  the  public  hospitals  are  competitive  with  this  plan, 
that  we  don't  lose  out  as  Dr.  Billy  Jones,  the  president  of  the  cor- 
poration— we  talked  about  this. 

We  don't  want  to  see  the  baby  out  of  the  bathtub.  We  want  to 
make  sure  that  not  only  worker  protection  but  good  patient  care  is 
delivered  continuously  so  that  the  people  can  be  proud  to  come  into 
a  public  hospital  like  I  was  proud  last  night  when  Pam  Briar,  the 
director  of  Bellevue  Hospital  said  that  the  JCAH  came  in  and  gave 
Bellevue  Hospital  an  A-1  rating.  I  felt  good  about  that.  She  com- 
plimented the  workers,  but  I  said,  "It  was  your  leadership  that  was 
important." 

When  you  go  to  Goldwater  Hospital  and  see  a  sparkling  hospital 
which,  if  you  go  there  and  see  how  the  workers  are  performing  and 
taking  care  of  patients  because  there  is  great  leadership.  I  can  go 
on  and  say  many  other  directors  in  the  hospitals  are  tr3dng  to  keep 
the  public  hospitals  alive. 

President  McEntee  is  right  about  the  infrastructure;  we  need 
help  in  that  area.  People  like  Jim  Bowler,  a  colleague  of  mine  who 
has  given  many,  many  years  of  his  life  to  saving  the  public  hos- 
pitals— this  is  something  that  we  believe  in  and  we  want  to  make 
sure  in  terms  of  this  universal  health  care  plan  that  the  public  hos- 
pitals play  a  role,  that  the  worker  protections  are  there. 

The  workers  said  last  night  **We  don't  want  to  see  layoffs  as  a 
result  of  this  plan.  We  want  to  see  working  together  to  help  the 
patients." 

When  I  was  18  years  old,  my  basketball  career  was  extended  be- 
cause I  got  good  care  at  Bellevue  Hospital.  I  didn't  know  what  HIP 
or  Blue  Cross  was,  but  my  mother  and  father  had  that,  and  I  was 
luckv. 

When  I  was  51  years  old,  7  years  ago,  I  got  seriouslv  ill.  I  was 
taken  to  NYU  and  given  the  best  care  there,  too.  So  wnether  it  is 
public  or  private,  the  key  is  good,  quality  care  and  I  am  very 
thankful  that  we  have  that  in  many  hospitals  in  New  York  City 
today  and  a  lot  of  it  comes  through  the  commitment  and  care  that 
you  see  at  this  table. 

I  wanted  to  add  that  bit  of  information. 

Chairman  Rangel.  Thank  you. 

Mr.  McAndrews. 
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STATEMENT  OF  LAWRENCE  A.  McANDREWS,  PRESIDENT  AND 
CHIEF  EXECUTIVE  OFFICER,  NATIONAL  ASSOCIATION  OF 
CHILDREN'S  HOSPITALS  AND  RELATED  INSTITUTIONS 

Mr.  McAndrews.  Thank  you,  Mr.  Chairman. 

I  am  Lawrence  McAndrews,  the  president  and  chief  executive  of- 
ficer of  the  National  Association  of  Children's  Hospitals  and  Relat- 
ed Institutions.  I  come  not  as  an  expert  on  tax  law,  but  I  have 
served  for  the  last  20  years  in  a  not-for-profit  hospital  setting  most 
recently  as  chief  executive  officer  of  Children's  Mercy  Hospital  in 
Kansas  City. 

I  will  be  brief  and  try  to  focus  on  the  questions  that  you  asked 
today.  Children  desperately  need  comprehensive  health  care  re- 
form. One-third  of  children  depend  on  Medicaid  or  charity  for  their 
health  care  services  and  that  proportion  continues  to  grow  because 
children  are  at  the  front  lines  of  the  relentless  erosion  in  private 
health  insurance. 

Children's  hospitals  strongly  support  the  invaluable  leadership  of 
the  President  working  with  Congress  to  move  the  Nation  to  com- 
prehensive health  reform.  Children  need  comprehensive  reform. 

In  reevaluating  the  steindards  for  tax  exemption  for  not-for-profit 
hospitals,  the  Children's  Hospitals  support  the  focus  of  the 
President  in  making  sure  that  the  definition  of  community  benefit 
is  grounded  in  a  recurring  assessment  of  the  community's  needs 
and  the  means  to  meet  it. 

A  children's  hospital's  most  important  strength  is  the  constancy 
of  community  support  for  its  fulfillment  of  a  mission  of  clinical 
care,  education,  research  and  advocacy  all  centered  around  health 
and  well-being  of  the  child. 

Children's  hospitals  are  a  safety  net  of  essential  providers  to 
the  most  vulnerable  children  of  inner-city  and  other  distressed 
neighborhoods. 

Cnildren's  hospitals  devote  an  overwhelming  disproportionate 
share  of  their  care  to  children  of  low-income  families  and  children 
with  chronic  or  congenital  conditions.  Although  we  hope  it  will  be 
substantially  diminished,  charity  care  will  continue  to  be  a  neces- 
sity for  a  variety  of  reasons  even  under  a  health  proposal  as  com- 
prehensive as  the  President's.  This  will  be  especially  true  for  the 
children  in  families  of  inner-city  and  other  areas  that  are  medically 
under  served. 

Community  benefits  beyond  charity  care  will  continue  to  require 
society's  support  through  the  financial  advantage  tax  exemptions 
affords  to  not-for-profit  health  care  providers  such  as  children's 
hospitals. 

In  the  world  of  children's  hospitals,  their  mission  of  medical  edu- 
cation, research,  and  advocacy  are  also  invaluable  components  of 
their  commimity  benefit,  essential  to  providing  access  not  just  ac- 
knowledging health  care  coverage.  Because  health  care  will  not 
eliminate  charity  care  and  will  not  replace  the  need  for  education, 
research,  front-line  service  delivery  and  advocacy  for  children,  we 
believe  we  as  a  society  should  remain  committed  to  the  principle 
of  community  benefit  as  the  foundation  for  tax  exemption. 

If  health  care  reform  such  as  the  President's  proposal  challenges 
us  to  reexamine  the  standards  we  expect  tax-exempted  hospitals  to 
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meet,  then  the  children's  hospitals  believe  that  these  standards 
should  move  in  the  direction  of  the  President's  own  legislation. 

A  hospital's  commimity  benefit  should  be  defined  by  the  commu- 
nity in  which  it  serves.  Recommendations  such  as  the  President's 
calling  for  hospitals  to  undertake  regular  assessment  of  community 
need  with  participation  of  representatives  of  the  community  and 
explicit  planning  to  meet  those  needs  is  the  best  way  to  sustain  the 
essential  bond  between  a  tax-exempt  hospital  and  its  community. 

Children's  hospitals  believe  that  it  is  consistent  with  their  own 
historic  commitment  to  mission  to  returning  year  after  year,  decade 
after  decade  to  missions  of  serving  the  children  of  their  commvmity. 

While  my  remarks  have  focused  on  the  measurable  and  tangible, 
the  percent  of  low-income  children  children's  hospitals  serve,  chil- 
dren with  chronic  and  congenital  conditions  and  charity  care,  per- 
haps the  most  important  point  to  understand,  but  which  is  not  tan- 
gible, is  the  philosophical  orientation,  which  are  not-for-profit  hos- 
pitals. 

As  a  hospital  CEO,  I  knew  the  organization  had  to  have  a  profit 
for  long-term  survival,  but  we  constantly  struggled  to  see  how 
many  services  could  be  delivered  while  still  maMng  a  profit.  For 
example,  providing  a  sexual  abuse  service  in  our  emergency  room 
would  never  make  money,  but  was  a  needed  service. 

In  a  for-profit  setting,  I  would  have  dismissed  having  the  service 
because  it  would  have  been  a  poor  return  on  investment.  While 
making  a  profit  is  a  good  discipline,  it  is  not  the  primary  motiva- 
tion of  the  not-for-profit  children's  hospitals. 

Not-for-profit  hospitals  have  always  been  a  hybrid  organization 
in  this  country,  a  marriage  between  business  and  social  purposes. 
Today  we  need  to  make  sure  that  marriage  has  accountability  to 
the  public  as  we  continue  to  provide  those  services. 

I  appreciate  the  opportunity  to  testify.  I  would  be  happy  to  try 
to  answer  any  questions  you  might  have. 

Chairman  Rangel.  Thank  you. 

[The  prepared  statement  follows:] 
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Hr.  Chairman,  I  am  Lawrence  A.  McAndrews,  President  and  CEO  of 
the  National  Association  of  Children's  Hospitals  and  Related 
Institutions.   On  behalf  of  NACHRI,  I  want  to  thank  you  for  the 
opportunity  to  testify  before  the  subcommittee  today. 

I  come  before  you  not  as  an  expert  in  tax  law  or  as  one  who 
can   claim  he  understeuids  all  of  the  details  of  the  President's 
legislation.   Instead  I  come  as  one  who  has  devoted  his  entire 
career  to  community  service  through  the  delivery  of  health  care  by 
not-for-profit  hospitals,  most  recently  as  the  President  and  CEO  of 
the  Children's  Mercy  Hospital  in  Kansas  City,  MO,  before  assuming 
the  leadership  of  NACHRI. 

I  appear  on  behalf  of  a  community  of  children's  hospitals  and 
pediatric  departments  of  major  university  teaching  hospitals, 
virtually  all  of  which  are  deeply  devoted  to  service  to  the 
children  of  families  of  the  inner  city,  especially  low  income 
neighborhoods  of  the  inner  city.   In  my  testimony  before  you  this 
morning,  I  would  like  to  emphasize  six  basic  points: 

1)  Children's  hospitals  are  a  safety  net  of  essential  providers 
to  the  most  valnernhle  children  of  Inner  city  and  other 
distressed  neighborhoods.   Children's  hospitals  devote  an 
overv^elmingly  disproportionate  share  of  their  care  to 
children  of  low  income  families  and  children  with  chronic  or 
congenital  conditions . 

2)  Children  desperately  need  cowprehenslve  health  care  refora. 

One  third  of  all  children  now  depend  on  Medicaid  or  charity 
for  their  health  care  services,  and  that  proportion  continues 
to  grow,  because  children  are  at  the  frontlines  of  the 
relentless  erosion  in  private  health  insurance.   Children's 
hospitals  strongly  support  the  invaluable  leadership  of  the 
President,  working  with  Congress,  to  move  the  nation  to 
comprehensive  health  care  reform.   Children  need  comprehensive 
reform. 

3)  Although  we  hope  it  will  be  substantially  rt<i«< wished,  charity 
care  will  continue  to  be  a  necessity  for  a  variety  of  reasons 

—  even  under  a  health  care  reform  proposal  as  ambitious  and 
comprehensive  as  the  President's.   This  will  be  especially 
true  for  the  children  and  families  of  inner  city  and  other 
areas  that  are  medically  underserved. 
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4 )  Crnimmnlty  benefits  —  beyond  charj-ty  care  —  will  contiiime  to 
require  society's  support  thronqh  the  financial  advantages  tax 
exeaiption  affords  not-for-profit  health  care  providers  such  as 
children ' s  hospitals .   In  the  world  of  children's  hospitals, 
their  missions  of  medical  education,  research,  and  advocacy 
are  also  invaluable  components  of  their  community  benefit  — 
essential  to  providing  access,  not  just  acknowledging  health 
care  coverage . 

5 )  In  re-evaluating  the  standards  for  tax  exanption  for 
not-for-profit  hospitals,  the  children's  hospitals  support  the 
focus  of  the  President  in  making  sure  that  the  definition  of 
crmimnn-i_ty  benefit  is  grounded  in  a  recurring  assessBient  of  the 
c«-mi»irmity*8  need  and  the  means  to  meet  it.   The  children's 
hospital's  most  important  strength  is  the  constancy  of 
community  support  for  its  fulfillment  of  a  mission  of  clinical 
care,  education,  research,  and  advocacy  all  centered  around 
the  health  and  well-being  of  the  child. 

6 )  In  all  of  their  advocacy  for  health  care  reform,  children's 
hospitals  ea»phasize  the  message  that  health  care  reform  — 
si-«nri«T-d  benefits,  the  competitive  market  place,  financing, 
and  the  replacement  of  the  Medicaid  safety  net  —  must  be 
tailored  to  fit  children's  needs.   When  it  comes  to  children, 
one  size  won't  fit  all. 

Children's  Hospitals  Are  Safety  Net  Providers 

Because  of  their  missions  of  serving  all  of  the  children  of 
their  communities,  virtually  all  children's  hospitals  have  become 
major  providers  of  care  to  children  of  low  income  and  disadvantaged 
neighborhoods  —  especially  in  the  inner  cities.   Many  children's 
hospitals  are  located  in  the  heart  of  the  inner  city  —  such  as 
Children's  National  Medical  Center  in  Washington,  DC,  or  Children's 
Hospital  of  Michigan  in  Detroit,  or  Children's  Hospital  Oakland  in 
Oakland,  California.   But  even  children's  hospitals  not  located  in 
the  city  center  remain  essential  providers  of  care  to  the  children 
of  inner  city  communities.   For  example: 

•  Children's  hospitals  on  average  devote  more  than  44  percent  of 
their  care  to  children  assisted  by  Medicaid,  and  nearly  50 
percent  of  their  care  to  children  whose  families  depend  on 
either  Medicaid  or  charity. 

•  It  is  not  unusual  for  a  children's  hospital  to  devote  50 
percent,  60  percent,  or  more  of  its  care  to  children  of  low 
income  families . 

•  Medicaid  pays  children's  hospitals  substantially  less  than  the 
cost  of  care.   As  a  consequence,  almost  all  children's 
hospitals  are  recognized  by  their  states  to  be  eligible  for 
Medicaid  disproportionate  share  payment  adjustments. 

Because  of  their  missions  of  making  care  available  to  all  of 
the  children  of  their  communities,  children's  hospitals  have 
continued,  year  after  year,  to  devote  more  of  their  care  to 
children  assisted  by  Medicaid  —  at  the  Scime  time  that  both  the 
percentage  of  all  private  practice  pediatricians  caring  for 
children  under  Medicaid  has  declined,  and  the  average  percentage  of 
a  pediatrician's  practice  devoted  to  Medicaid  recipients  also  has 
declined.   In  many  inner  cities,  the  children's  hospital,  like  the 
community  health  center  or  the  public  hospital,  has  become  both 
primary  and  specialty  care  provider  to  families  with  low  incomes . 

Children's  hospitals  also  are  a  critical  safety  net  for 
children  with  chronic  or  congenital  conditions  —  cancer,  HIV 
infection,  heart  malformations,  kidney  disorders,  cystic  fibrosis, 
cerebral  palsy,  and  other  conditions.   Although  they  represent  only 
one  percent  of  the  nation's  hospitals,  free-standing  children's 
hospitals  care  for  25  percent  of  all  hospitalized  children  with 
these  challenging  conditions.   Children's  hospitals  and  the 
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pediatric  departments  of  university  medical  centers  represent  only 
seven  percent  of  the  nation's  hospitals,  but  in  many  instances  they 
care  for  the  vast  majority  of  children  with  chronic  or  congenital 
conditions.   As  a  consequence: 

•  Children's  hospitals  on  average  devote  more  than  7  0  percent  of 
their  care  to  children  with  at  least  one  chronic  or  congenital 
condition . 

•  Children's  hospitals  on  average  devote  more  than  66  percent  of 
their  care  to  preschool  children,  who  often  require  the  most 
intensive  nursing  and  medical  care. 

•  Children's  hospitals  on  average  devote  nearly  one  third  of 
their  beds  to  infants  and  children  in  intensive  care  units , 
compared  to  only  10  percent  of  beds  in  community  hospitals. 

Children  Need  Health  Care  Reform 

Children  —  and  especially  the  children  of  inner  city  and  low 
income  neighborhoods  served  by  children's  hospitals  —  desperately 
need  comprehensive  health  care  reform.   They  are  at  the  frontlines 
of  the  erosion  in  commercial  health  care  coverage,  because  the 
continued  loss  of  dependent  coverage  remains  the  principle  cause 
for  that^erosion.   Even  with  the  enormous  expansions  in  Medicaid 
coverage  for  children  of  low  income  families  in  recent  years , 
approximately  9 . 5  million  children  continue  to  be  uninsured . 

Children  cared  for  in  children's  hospitals  also  are  especially 
vulnerable  to  the  other  forms  of  erosion  in  health  care  coverage  — 
pre-existing  condition  exclusions ,  life-time  maximums ,  and 
poirtability  restrictions  —  because  they  often  have  the  most 
demanding  health  care  needs.  For  example,  children's  hospitals  on 
average  devote  over  two-fifths  of  their  care  to  "catastrophic 
cases"  —  children  whose  inpatient  care  results  in  charges  greater 
than  $50,000.   That  represents  proportionally  2.5  times  the 
catastrophic  cases  a  pediatric  program  of  a  community  hospital 
sees. 

Children's  hospitals  believe  that  if  you  care  about  the  needs 
of  all  children,  as  they  do,  you  have  to  support  the  achievement  of 
comprehensive  health  care  reform.  That  is  why  the  leadership  of 
the  President  —  and  Congressional  leaders  —  mean  so  much. 

The  Contiimed  Need  for  Charilry  Care 

There  is  no  question  that  comprehensive  health  care  reform, 
such  as  the  President  has  proposed,  will  go  a  long  way  toward 
reducing  the  need  for  charity  care  and  reducing  the  existence  of  a 
two-tiered  health  care  financing  system.   NACHRI  is  strongly 
encouraged  by  the  President's  recognition  in  his  health  care  reform 
proposal  for  the  continued  need  to  secure  the  role  of  the  safety 
net  provider  through  protections  for  "essential  providers"  serving 
medically  underserved  populations ,  the  establishment  of  a 
"vulnerable  populations  adjustment"  for  hospitals,  and  protections 
for  academic  health  centers  in  their  care  for  the  most  challenging 
medical  cases. 

At  the  same  time,  even  under  the  President's  proposal,  charity 
care  will  continue  to  exist  for  a  variety  of  reasons: 

•  Not  all  residents  will  be  covered  under  the  President's  plan. 

As  many  have  recognized,  the  President's  plan  does  not  afford 
to  immigrants  lacking  legal  documentation  coverage  of  the 
guaranteed  benefit  package  to  which  legal  residents  and  U.S. 
citizens  would  be  entitled.   In  those  regions  of  the  country 
that  have  received  the  greatest  numbers  of  undocumented 
immigrants,  charity  care  will  remain  a  necessity. 

•  Not  all  health  care  services  will  be  covfexed  under  the 
guaranteed  benefit  package.   The  President  proposes  a  broad 
guaranteed  benefit  package  —  as  good  or  better  than  many 
managed  care  plan's  benefits  today.   Nonetheless,  it  will  not 
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cover  all  of  the  legitimate  needs  of  children  with  special  care 
needs.   For  example,  as  now  written,  the  limits  the  President's 
plan  imposes  on  outpatient  occupational,  physical,  and  speech 
therapies  in  the  guaranteed  benefit  plan  would  exclude  coverage  for 
such  essential  services  for  the  child  with  chronic  and  congenital 
conditions.   For  Medicaid  eligible  children,  the  President's  plan 
offers  the  promise  of  medically  necessary  care,  but  it  will  be 
limited  by  a  capped  entitlement  for  subsidies  for  low  income  people 
and  small  businesses. 

•  Even  covered  benefits  will  not:  al%?ays  be  paid  for.   The 

President's  plan  will  strongly  reinforce  the  already  existing 
trend  toward  the  enrollment  of  more  and  more  Americans, 
through  both  commercial  coverage  and  Medicaid,  into  managed 
care  plans  in  which  emphasis  is  placed  on  utilization  review. 
Children's  hospitals  often  experience  rejection  of  payment  for 
covered  benefits,  because  utilization  reviewers  —  often 
untrained  in  the  medical  requirements  of  the  kinds  of  children 
with  special  care  needs  typically  seen  by  children's  hospitals 
—  reject  the  recommended  care  pediatric  specialists  and  their 
colleagues  recommend . 

The  President's  plan  makes  a  strong  commitment  to  trying  to 
achieve  access,  not  just  coverage.   But  we  know  from  the  experience 
of  Medicaid  how  difficult  it  can  be  to  achieve  access ,  even  with 
the  best  of  coverage.   For  example,  despite  the  fact  the  Medicaid 
EPSDT  program  is  widely  recognized  to  offer  among  the  most 
Comprehensive  benefits  children  could  enjoy  under  either  commercial 
or  public  health  insurance,  millions  of  Medicaid  children  still 
have  not  experienced  the  Medicaid  guarantee  of  medically  necessary 
care. 

It  is  our  great  hope  that  charity  care  will  dramatically 
diminish,  but  it  is  the  overwhelming  experience  of  children's 
hospitals  in  caring  for  children  with  private  coverage  today, 
Medicaid  coverage  today,  and  managed  care  coverage  today  that 
comprehensive  health  care  reform  will  not  eliminate  charity  care, 
and  in  the  most  challenging  cosmiunities  of  our  country  it  will  take 
years  to  reduce  significantly. 

C"'~""'ty  Benefits  Beyond  CharitTy  Care 

Because  of  their  missions  of  service  to  their  community, 
children's  hospitals  believe  strongly  that  the  community  benefits 
upon  which  their  tax  exemption  is  founded  both  do  exceed  —  and 
should  exceed  —  charity  care  alone,  both  today  and  under  the  hoped 
for  future  of  comprehensive  reform.   Certainly  many  children's 
hospitals  make  very  substantial  contributions  to  the  financing  of 
children's  health  care  —  not  through  charity  care  alone  —  but 
through  the  seriously  inadequate  base  reimbursement  rates  Medicaid 
provides .   Their  missions ,  buttressed  by  their  tax-exempt  status , 
are  the  most  important  reasons  why  children's  hospitals  around  the 
country  have  continued  to  care  for  more  and  more  children  under 
Medicaid,  even  in  the  face  of  its  inadequate  reimbursement. 

But  the  community  benefits  of  children's  hospitals  go  far 
beyond  both  charity  care  and  uncompensated  Medicaid  care.   It  is 
the  missions  of  the  children's  hospitals  —  supported  by  their  tax 
exempt  status  —  which  have  enabled  children's  hospitals  to  play 
such  an  important  and  constructive  role  in  the  training  of 
pediatricians  and  other  pediatric  health  care  professionals. 
Consider  the  following: 

•  Children's  hospitals  alone  train  more  than  a  quarter  of  all 
pediatricians.   Children's  hospitals  and  pediatric  departments 
of  university  teaching  hospitals  train  the  majority  of 
pediatricians  and  the  vast  majority  of  pediatric 
subspecialists . 

•  Despite  the  fact  that  medical  education  overall  has  produced  a 
disproportionate  number  of  medical  specialists,  pediatric 
medical  education  has  achieved  the  exact  opposite  —  it  has 


194 


vastly  exceeded  the  very  goals  hoped  for  medical  education 
overall.  Today,  85  percent  of  pediatricians  are  devoted  to 
primary  care  practice.   And  the  vast  majority  of  graduate 
pediatric  medical  residents  enter  primary  care  practice.    For 
medical  education  overall,  it's  only  15  percent. 

•     Because  of  their  locations  and  missions  of  service  to  the 
children  of  inner  cities  and  disadvantaged  neighborhoods, 
children's  hospitals  are  training  the  pediatricians  who  serve 
the  inner  city.   For  example.  The  Children's  Hospital  in 
Boston  —  among  the  nation's  most  prestigious  pediatric 
academic  health  centers  —  trains  nearly  half  of  all  the 
pediatricians  who  serve  the  children  of  Boston's  inner  city. 

Medical  education  is  only  one  of  the  significant  community 
benefits  children's  hospitals  provide  beyond  charity  care. 
Certainly  children's  hospitals  throughout  the  country  are 
recognized  as  critical  centers  of  excellence  in  the  research  and 
treatment  of  pediatric  heart  disease,  cancer,  sickle  cell  anemia, 
HIV  infection,  and  many  other  conditions. 

Children's  hospitals  also  provide  benefits  to  their  community 
by  being  on  the  cutting  edge  of  health  care  delivery.   And  in  many 
inner  cities,  that  has  meant  that  it  has  been  children's  hospitals 
that  were  the  first  to  respond  to  HIV  infection  cimong  children  and 
women  —  to  provide  needed  care  when  it  was  nov^ere  else  available 
and  to  develop  the  models  of  care  that  have  become  the  standard  of 
care.   Only  a  tiny  fraction  of  the  nation's  hospitals,  children's 
hospitals  nonetheless  care  for  the  majority  of  hospitalized 
children  with  HIV  infection,  and  in  doing  so  have  become  essential 
providers  of  the  continuum  of  primary,  acute,  and  long  term  care 
these  children  and  their  families  require.   Similarly,  children's 
hospitals  have  broken  ground,  because  of  their  missions  of  being 
ready  to  care  for  all  of  the  children  of  their  communities,  in 
serving  the  infants  bom   to  substance  abusing  parents  and  the 
children  of  physically  or  emotionally  abused  families. 

Children's  hospitals  have  also  been  at  the  center  of  the 
movement  of  recognizing  and  establishing  the  need  for  emergency 
medical  services  designed  specifically  to  meet  the  needs  of 
children  —  something  the  Institute  of  Medicine  just  this  past 
summer  said  requires  substantially  more  public  recognition  and 
investment .   But  out  of  this  commitment  to  emergency  medical 
services  for  children  and  their  service  to  inner  city  and 
disadvantage  neighborhoods,  children's  hospitals  also  have  been  at 
the  frontlines  in  coping  with  the  consequences  of  the  mounting  gun 
violence  across  the  country  that  is  injuring  or  killing  more  and 
more  children.   Children's  hospitals  in  city  after  city  are 
experiencing  dramatic  increases  in  the  numbers  of  gun  shot  wounds 
to  children,  which  they  receive. 

This  experience  has  compelled  the  children's  hospitals  to 
fulfill  another  important  benefit  to  their  communities  —  to  become 
advocates  for  children  both  inside  and  outside  the  walls  of  the 
hospital.   For  example,  their  first  hand  experience  with  children 
as  the  victims  of  violence  has  persuaded  more  and  more  children's 
hospitals  to  speak  out  against  violence,  to  speak  out  for  gun 
control,  to  educate  their  communities  about  what  is  happening  to 
their  children  and  what  needs  to  be  done  to  protect  children  from 
firearms.  And  through  their  national  organization  —  NACHRI  —  the 
children's  hospitals  have  adopted  a  strategy  to  reduce  children's 
access  to  firearms  and  minimize  children's  death  and  disability 
resulting  from  firearm  use. 

These  community  benefits  —  the  training  of  the  very  best  in 
primary  as  well  as  subspecialty  health  professionals,  the  conduct 
of  pathbreaking  research,  the  delivery  of  services  to  children  at 
the  cutting  edge  of  societal  change,  and  the  advocacy  for  the 
community's  responsibility  to  meet  its  children's  most  basic  needs 
—  are  all  sustained  and  will  need  to  be  sustained  by  society's 
financial  and  moral  commitment  to  them  through  tax  exemption. 
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New  s<'a"HaT-ds  of  Tax  E^emptiion 

Because  health  care  reform  will  not  eliminate  charity  care  and 
will  not.  replace  the  need  for  education,  research,  frontline 
service  delivery,  and  advocacy  for  children,  the  children's 
hospitals  believe  we,  as  a  society,  should  remain  committed  to  the 
principle  of  community  benefit  as  the  foundation  for  tax  exemption. 

If  health  care  reform,  such  as  the  President's  proposal, 
challenges  us  to  re-examine  the  standards  we  expect  tax  exempt 
hos.pitals  to  meet,  then  the  children's  hospitals  believe  that  these 
standards  should  move  in  the  direction  in  which  the  President's  own 
legislation  and  various  states  point.   A  hospital's  community 
benefit  should  be  defined  by  the  community  in  which  it  serves. 
Recommendations  such  as  the  President's,  calling  for  hospitals  to 
undertake  regular  assessments  of  community  need,  with  participation 
of  representatives  of  the  community,  and  explicit  planning  to  meet 
those  needs ,  is  the  best  way  to  sustain  the  essential  bond  between 
a  tax-exempt  hospital  and  its  community.   Children's  hospitals 
believe  that  is  consistent  with  their  own  historic  commitment  to 
mission  —  to  returning,  year  after  year,  decade  after  decade,  to 
their  missions  of  serving  the  children  of  their  communities . 

Because  children's  hospitals  believe  in  the  importance  of 
meeting  the  needs  of  the  community,  they  also  believe  that  it  is 
important  to  allow  flexibility  in  defining  community.   For  example, 
a  children's  hospital  unquestionably  serves  its  immediate 
neighborhood  and  city  and  should  be  accountable  to  them.   But 
depending  on  its  services,  a  children's  hospital  also  may  serve  a 
larger  state,  multi-state,  or  national  community,  precisely  because 
its  services  are  so  specialized.   Assessment  of  community  need  and 
planning  to  fulfill  that  community  need  should  take  into  account 
larger  regional  and  national  communities  served.   For  example,  the 
State  of  New  York's  law  on  community  service  plans  specifically 
recognizes  that  tax-exempt  hospitals  may  serve  multiple  populations 
and  multiple  communities,  for  which  the  hospital  should  plan. 

Health  Care  Reform  Tailored  to  Fit  Children's  Meeds 

It  is  not  the  purpose  of  this  hearing  to  discuss  all  of  the 
complexities  of  health  care  reform  in  general,  or  the  President's 
proposal  in  particular.   But  let  me  emphasize  what  the  children's 
hospitals  try  to  say  each  time  we  speak  out  for  health  care  reform. 
It  must  be  comprehensive,  but  it  also  must  be  tailored  to  fit 
children's  needs  —  in  terms  of  guaranteed  benefits,  management  of 
the  competitive  marketplace,  cost  containment,  and  the  replacement 
of  Medicaid,  the  nation's  largest  and  most  important  public  safety 
net  for  health  care  for  children.   The  children's  hospitals  are 
especially  appreciative  to  the  chairman  for  his  recognition  of 
children's  special  needs  in  health  care  reform  through  his  support 
of  House  Concurrent  Resolution  126,  introduced  by  Representative 
Bob  Clement  (D-TN),  calling  on  Congress  to  address  the  special 
needs  of  children  in  health  care  reform. 

Conclusion 

While  my  remarks  have  focused  on  the  measurable  and  tangible 
—  percent  of  low  income  children,  children  with  chronic  and 
congenital  conditions,  and  charity  care  —  perhaps  the  most 
important  point  to  understand,  but  is  intangible,  is  the 
philosophical  orientation  of  hopitals  which  are  NOT-FOR-PROFIT . 

As  a  hospital  CEO,  I  knew  the  organization  had  to  have  a 
profit  for  long  term  survival  but  we  constantly  struggled  to  see 
how  many  services  could  be  delivered  while  still  making  a  profit. 
For  example,  providing  a  sexual  abuse  service  in  our  emergency  room 
would  never  make  money  but  was  a  needed  service.   In  a  for-profit 
setting,  I  would  have  dismissed  having  the  service  because  it  would 
have  a  poor  return  on  investment. 
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Tax  exemption  is  not  just  a  legal  term,  it  is  an  orientation 
and  philosophy  which  through  the  years  has  contributed  enormously 
to  the  public  good . 

I  appreciate  the  opportunity  to  testify.  I  would  be  happy  to 
try  to  answer  any  questions  you  might  have  regarding  our  views  on 
tax  exemption  particularly  or  our  views  on  health  care  reform  in 
general. 
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The  National  Association  of  Oiildren's  Hospitals 
and  Related  Institutions,  Inc. 


January  7,  1994 


Ms .  Jane  Fitzgerald 

Subconunittee  on  Select  Revenue 

Committee  on  Ways  and  Means 

1105  Longworth  House  Office  Building 

U.S.  House  of  Representatives 

Washington,  D.C.   20515 


Dear  Jane: 

As  a  follow-up  to  our  discussion  last  month,  I  wanted  to 
provide  you  with  additional  information  about  children's 
hospitals'  involvement  in  substance  abuse  prevention  and 
treatment  of  drug-exposed  children  and  adolescents . 

Everyday  children's  hospitals  see  the  long  term  affects  of 
substance  abuse  in  the  delivery  of  care  to  high-risk  children.   A 
1990  survey  of  NACHRI  member  hospitals  found  that  children's 
hospitals  are  seeing  an  increasing  number  of  infants  and  children 
who  are  drug-exposed  usually  requiring  treatment  shortly  after 
birth;  drug-exposed  infants  have  multiple,  very  complex  medical 
and  social  problems;  these  infants  require  multidisciplinary  care 
often  in  the  neonatal  intensive  care  unit;  and  treatment  is  very 
costly  and  is  either  covered  by  Medicaid  or  is  uncompensated. 

Children's  hospitals  provide  services  to  high-risk  children 
ranging  from  community  education  and  counseling  progreuns  for 
children  and  families,  to  neonatal  care  for  drug-exposed  infants, 
to  therapeutic  day  care  for  children  suffering  the  long  term 
affects  of  substance  abuse.   For  example; 

•    Children's  Hospital  Oakland,  Oakland,  CA  Children's 

Hospital  sponsors  The  Center  for  the  Vulnerable  Child,  a 
federally  and  privately  funded  hospital  based  center  that 
provides  comprehensive  health  care  services  —  including 
home  visits,  counseling,  case  management,  and  therapeutic 
day  care  —  to  drug-exposed  infants  and  foster  care 
children.   The  center  teaches  parenting  and  developmental 
skills  to  substance  abusing  mothers,  provides  them  with 
health  care  services,  and  operates  an  aggressive  outreach 
program  to  refer  high-risk  children  and  pregnant  women  for 
services.   Children's  Hospital  is  also  a  co-sponsor  of  the 
Hall  of  Health,  a  interactive  museum  that  educates  about 
18,000  children  a  year  in  grades  5  through  12  about 
addictive  drugs,  alcoholism,  peer  pressure  and  other  issues 
confronting  school  aged  children.   Children's  Hospital  has 
recently  received  a  state  grant  to  quantify  the  impact  of 
the  Hall  of  Health  on  children  visiting  the  museum. 

■38hn   401  Wythe  Street,  Alexandria,  Virginia  22314*  Phone  703/684-1355*  FAX  703/684-1589 


198 


Children's  Mercy  Hospital,  Kansas  Cit:y,  MO  The  Children's 
Mercy  Hospital  chairs  the  Kansas  City  Metropolitan  Drug 
Abuse  Council  which  was  established  to  investigate  the  size 
and  scope  of  substance  abuse  in  the  greater  Kansas  City 
Metropolitan  Area.   As  a  result  of  the  council's  findings, 
several  community-based  initiatives  were  developed, 
including  a  Children's  Mercy  program,  funded  by  a  federal 
Abandoned  Infants  Assistance  Grant,  that  provides  intensive 
home  care  services  to  families  and  their  infants  perinatally 
exposed  to  drugs.   Children's  Mercy  also  sponsors  a 
therapeutic  day  care  for  drug-exposed  children  and 
successfully  advocated  with  the  state  legislature  to 
facilitate  the  enrollment  of  pregnant  women  in  substance 
abuse  treatment  programs. 

Children's  hospitals  also  sponsor  substance  abuse  prevention 
programs  that  target  children  and  families  in  the  community  as 
well  as  inpatient  and  outpatient  populations.   For  example. 
Valley  Children's  Hospital  in  Fresno,  CA,  conducts  a  one  day 
seminar  for  children  and  adolescents  on  substance  abuse;  The 
Children's  Hospital  in  Boston,  MA,  includes  substance  abuse 
prevention  programs  in  their  school-based  clinics;  and  the 
Phoenix  Children's  Hospital  in  Phoenix,  AZ,  sponsors  "Project 
Prevention"  —  a  live  theater  conducted  in  schools  with  a  drug 
and  alcohol  prevention  message. 

Children's  hospitals  sponsor  many  different  types  of 
prevention  and  treatment  programs  for  high-risk  children, 
including  drug-exposed  children.   If  you  have  any  questions  or 
would  like  additional  information,  please  let  me  know. 

And  again,  thank  you  for  the  opportunity  for  NACHRI  to 
testify  at  the  Subcommittee's  November  9  hearing  on  the  impact  of 
the  Administration's  health  care  reform  proposal  on  inner-city 
residents  and  provisions  for  tax-exempt  hospitals. 


'John  C  Pilotte 

Associate  for  Government  Relations 
and  Health  Care  Policy 
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Chairman  Rangel,  I  certainly  agree  with  you  that  community 
benefit  should  be  the  foundation  for  tax  exemption.  Frankly,  I  did 
not  understand  the  questions  being  raised  by  the  previous  person 
who  testified  who  said  that  if  indeed  they  are  no  longer  providing 
that  service,  don't  take  away  the  tax  exemption.  Give  them  new 
responsibility. 

You  are  saying  that  even  if  the  charity  cases  go  down  there  is 
always  more  than  enough  to  provide  an  extra  service  to  a  commu- 
nity to  deserve  the  tax  exemption;  is  that  your  testimony? 

Mr.  McAndrews.  Yes,  sir. 

Chairman  Rangel.  I  agree  with  you  100  percent.  Delivery  of 
service  is  not  just  reimbursement  and  certainly  with  the  progfres- 
sive  and  exciting  programs  that  children's  hospitals  have  had 
around  the  country,  I  am  certain  there  will  be  more  than  enough 
that  is  not  covered  by  the  President's  proposal. 

Mr.  Hill,  as  relates  to  municipal  hospitals  as  an  example  with 
the  dramatic  increase  in  patients  that  would  have  coverage  under 
the  President's  program,  how  do  you  see  that  you  would  be  cut  out 
of  the  competition?  You  do  the  job  that  you  have  to  do  under  very 
severe  budget  restrictions  and  it  would  seem  to  me  that  this  pro- 
gram  should  be  just  a  shot  in  the  arm  to  pump  more  money  into 
that  system  and  there  has  to  be  an  assumption  that  cities  cannot 
walk  away  from  their  own  institutions  merely  because  they  too  are 
not-for-profit. 

I  g^ess — ^how  can  vou  guarantee  that  these  things — ^how  can  you 
best  protect  yourseli  to  make  certain  that  you  are  the  recipient  of 
this  added  coverage  and  not  the  victim  of  competing  against  other 
institutions? 

Mr.  McEntee.  We  would  hope  that  it  would  work  that  way.  We 
would  hope  that  it  would  be  a  shot  in  the  arm  and  that  the  cities 
would  not  walk  away.  I  guess  we  are  kind  of  afraid  that  maybe  we 
will  be  shut  out  in  terms  of  where  the  doctors  want  to  work,  that 
we  will  shut  out  maybe  in  terms  of  these  networks  of  hospitals  that 
will  be  possibly  coming  into  existence  under  at  least  some  of  the 
President's  ideas,  that  people  would  be — now  that  they  have  access, 
now  that  they  have  this  card  rather  than  go  to  a  city  hospital  or 
the  emergency  room,  that  they  would  pick  out  somebody  like 
Columbia  Presbyterian  or  a  hospital  like  that — as  long  as  the  play- 
ing field  is  even,  we  believe  as  Stanley  has  said  and  you  know  m 
many  cases  we  think  the  city  hospital  network  in  New  York  pro- 
vides some  of  the  finest  services  provided  anywhere  in  the  country 
and  in  the  city  of  New  York. 

As  long  as  the  playing  field  is  even,  as  long  as  we  are  not  shut 
out  of  the  networks,  as  long  as  we  have  the  doctors  that  will  par- 
ticipate in  our  hospitals,  and  the  fact  that  for  years  in  many  of  our 
hospitals  they  have  shown  capital  neglect — I  think  the  administra- 
tion to  a  degree  at  least  recognizes  in  their  legislation  to  provide 
some  money  in  terms  of  the  capital  infrastructure  for  public  and 
city  hospitals  in  New  York,  but  we  don't  see  near  enough  money 
to  bring  them  up  to  speed  in  terms  of  the  competition  with  some 
of  the  other  hospitals,  and  we  hope  that  with  your  leadership  that 
you  can  help  in  that  particular  area. 

Chairman  Rangel.  I  would  need  help  in  that  area  because  if  the 
hospital  insurance  card  allows  patients  to  shop  as  to  where  they 
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want  to  receive  the  service,  then  municipal  or  not  it  would  mean 
that  you  have  to  effectively  compete — ^it  doesn't  necessarily  mean 
you  have  to  provide  the  same  type  of  services  that  you  are  provid- 
ing now. 

It  doesn't  really  necessarily  mean  that  people  would  want  to 
leave  Harlem  if  they  thought  that  you  were  now  in  a  position  to 
do  more  than  you  were  doing  before.  It  would  seem  to  me  that  as 
you  work  with  public  officials  surrounding  municipal  hospitals, 
since  you  know  they  would  want  you  to  have  better  than  an  equal 
playing  field  that  you  might  see  how  you  can  improve  your  abilitv 
to  compete  knowing  that  you  have,  as  children's  hospitals  will  witn 
children,  vou  have  a  high  degree  of  dedication,  of  outreach,  of  sen- 
sitivity of  employees  coming  from  the  same  community  so  that  is 
a  plus  that  you  can't  get  out  of  town  in  terms  of  health  care. 

It  is  a  plus  that  people  have  an  understanding  of  the  culture,  the 
problems  of  the  people  that  come  there,  even  when  it  comes  to 
speaking  the  language.  I  think  though  that  we  have  to  work  to- 
gether to  make  certain  that  we  have  a  plan  to  out  bargain  some 
of  the  people  that  may  not  even  want  your  clients. 

Mr.  McEntee.  We  agree  100  percent. 

Chairman  Rangel.  I  would  like  to  work  with  you  on  that. 

Mr.  McEntee.  No  question  about  it.  We  have  great  concern.  You 
and  Stanley  and  others  followed  the  recent  mayoral  race  in  New 
York  City.  I  remember  Mayor-elect  Guliani  talking  about 
privatizing  four  of  the  city  hospitals.  So  our  people  are  fearful  of 
that  and  that  some  of  the  things  that  are  possibly  coming  down  the 
road,  and  we  want  to  work  with  you  and  other  responsible  mem- 
bers of  the  community — once  again  we  are  talking  about  so  often 
the  minority  communities  within  the  inner-city. 

These  have  been  jobs  that  have  been  provided  to  people  that  lit- 
erally have  allowed  them  to  escape  that  circle  of  poverty  that  they 
have  never  been  able  to  get  out  of  before.  I  get  a  little  aggravated 
and  irritated. 

We  spend  all  these  subsidies  in  terms  of  farmers.  We  can't  even 
find  them  on  the  census  any  more.  People  get  upset  about  closing 
of  a  veterans'  hospital  and  what  is  going  to  nappen  to  the  workers 
and  we  are  concerned  about  that,  what  is  going  to  happen  to  the 
vendors  in  the  commimities  and  we  are  concerned  about  that,  then 
we  hear  concern  about  a  military  base  and  what  is  going  to  happen 
to  those  jobs. 

Here  we  are  in  inner  cities  where  people  have  climbed  out  of  pov- 
erty and  gotten  these  jobs  and  we  detect  a  lack  of  concern  in  that 
area.  We  want  to  be  involved  in  worker  protections  and  where  they 
go  in  terms  of  this  legfislation  and  the  inner-city  hospital  network 
and  where  it  goes  in  terms  of  this  legislation. 

Chairman  Rangel.  It  seems  to  me  this  is  an  item  that  should 
be  on  the  New  City  Council's  agenda  and  that  rather  than  waiting 
to  see  whether  you  can  compete  you  should  allow  some  of  us  to 
help  you  to  see  what  might  be  the  new  direction  in  which  munici- 
pal hospitals  can  go. 

Just  as  in  nonprofits  that  have  to  find — everything  is  not  going 
to  be  covered  and  sensitivity  and  imderstanding  is  something  that 
you  can't  get  on  a  piece  of  plastic.  So  we  may  want  to  see  how  we 
can  really  make  the  municipal  hospitals  truly  community  hospitals. 
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which  they  are,  and  have  served  every  immigrant  or  new  group 
that  has  come  into  the  city  and  hiring  them  at  the  same  time. 

I  wouldn't  wait  for  the  Federal  (^verriment  to  give  you  a  new 
role.  I  think  there  are  exciting  challenges  that  the  increase  in  reve- 
nues plus  a  cooperative  spirit  from  local  government  could  do. 

Mr.  Wolfert,  as  relates  to  coverage  by  HIP  now,  if  my  family  was 
covered  by  HIP  and  my  teenage  son  became  addicted  to  cocaine,  he 
would  be  covered  under  my  policy? 

Mr.  Wolfert.  Yes,  he  would. 

Chairman  Rangel.  After  counseling,  what  would  happen?  Do  you 
have  any  idea  as  to  what  coverage  he  would  be  eligible  for  or  how 
long  or  under  existing 

Mr.  Wolfert.  The  standard  package,  the  30  inpatient  and  60 
outpatient  days  is  as  it  exists,  and  we  have  a  drug-free  program. 

Chairman  Rangel.  Who  runs  that? 

Mr.  Wolfert.  HIP  does.  We  have  a  licensed  article  31,  587  to 
588  mental  health  systems  within  the  HIP  system. 

Chairman  Rangel.  Do  you  get  many  of  your  insured  with  this 
particular  problem — in  other  words,  would  one  of  your  insured 
want  to  go  someplace  else  or  take  advantage  of  the  treatment  that 
you  are  offering? 

Mr.  Wolfert.  They  normally  take  advantage  of  the  treatment 
available  by  our  plan. 

Chairman  Rangel.  And  what — ^it  is  drug  free.  You  would  be  anx- 
ious to  keep  down  the  cost  of  the  service  to  the  patients  just  as  re- 
lates to  efficiency,  wouldn't  you? 

Mr.  Wolfert.  Yes,  we  would  like  to  hold  the  line.  What  we  do, 
depending  upon  the  nature  of  the  presentation,  we  make  any  kind 
of  arrangement  that  is  necessary  to  meet  the  problem  that  a  pa- 
tient has. 

Chairman  Rangel.  I  am  sorry. 

Mr.  Wolfert.  If  we  find  that  our  internal  program  does  not  have 
the  appropriate  resources  or  the  appropriate  kind  of  modality  to 
address  a  particular  presentation,  then  we  make  arrangements 
with  the  provider  that  does  have  that  expertise  and  capability. 

Chairman  Rangel.  You  would  then  have  a  list  of  providers  that 
your  people  could  look  at  depending  on  how  the  case  is  diagnosed? 

Mr.  Wolfert.  Yes,  we  do. 

Chairman  Rangel.  Suppose  your  insured  said  that  "I  am  not  in- 
terested in  being  cured,  but  I  sure  would  like  to  reduce  my  habit," 
how  would  you  handle  that?  "I  don't  want  long-term  curing,  but  my 
habit  is  costing  me  too  much  money." 

Mr.  Wolfert.  We  would  attempt  to  counsel  that  individual  that 
that  is  not  the  appropriate  way  to  address  what  is  ailing  them  and 
would  try  through  either  group  0/  individual  sessions  to  try  to 
make  the  person  understand  that  what  they  need  to  do  is  deal  with 
the  addiction  itself,  not  a  reduction  in  their  dependency  to  what- 
ever it  was  they  were  addicted  to. 

Chairman  Rangel.  Mr.  Salmon,  I  assume  that  you  would  get  a 
lot  more  than  HIP  would  because  HIP  would  mean  that  somebody 
is  working  or  someone  is  insured,  but  you  do  get  some  patients  that 
really  are  not  looking  for  long-term  cure  right? 

Mr.  Salmon.  That  is  true. 
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Chairman  Rangel.  You  can  counsel  all  you  want,  but  you  are 
only  going  to  be  able  to  get  as  much  cooperation  as  the  patient  is 
able  to  give? 

Mr.  Salmon.  What  we  try  to  do  with  the  patient  that  does  not 
want  to  get  involved  in  long-term,  intensive  treatment  is  to  basi- 
cally keep  the  door  open  to  safety  net  treatments.  For  instance,  we 
have  ready  access  to  detoxification.  We  do  have  methadone  mainte- 
nance for  people  who  are  opiate  dependent  and  that  is  a  long-term 
treatment. 

We  also  have  shorter-term  residential  treatment  for  people  who 
are  more  interested  in  intensive  treatment  and  we  have  hospital 
treatment  for  people  where  there  is  a  medical  and  psychiatric  in- 
volvement as  well  as  an  addiction  problem. 

The  most  important  piece  is  to  try  to  keep  the  person  engaged 
in  the  system.  If  they  don't  seem  ready  for  intensive  treatment,  I 
think  the  point  is  to  try  to  let  them  know  that  you  know  that  and 
not  give  them  a  treatment  that  is  going  to  be  a  waste  of  basic  re- 
sources, but  to  tell  them  that  the  treatment  will  be  there  when 
they  are  ready  to  come  in  and  to  keep  them  engaged  in  your 
system. 

It  is  one  of  the  benefits  of  managed  care  systems  that  they  can 
in  fact  keep  the  patient,  the  knowledge  base  of  what  that  patients 
needs.  They  have  that.  For  instance,  we  know  if  somebody  has  had 
repeated  detoxifications,  we  can  work  with  a  provider — ^if  that  pa- 
tient goes  into  a  program  that  they  don't  normally  go  to,  we  can 
let  the  provider  know  that  the  patient  has  a  long  history  of  treat- 
ment and  maybe  this  is  the  time  that  they  are  ready  to  get  serious 
and  to  do  more  treatment. 

I  think  there  are  real  pluses  to  a  managed  approach  particularly 
for  mental  health  and  substance  abuse  treatment. 

Chairman  Rangel.  Do  health  managers  ever  get  together  and 
just  discuss  in  terms  of  what  the  reimbursement  rates  are  as  to 
what  would  be  the  least  expensive  way  to  treat  a  particular  pa- 
tient? I  know  that  doesn't  sound  as  professional  as  it  should,  but 
you  have  to  think  of  how  much  money  you  are  getting,  how  much 
money  you  are  paying,  and  a  lot  of  counseling  can  be  very  expen- 
sive and  methadone,  if  you  don't  have  30  days  or  90  days,  normally 
can  take  care  of  people  for  a  long  time. 

I  don't  know  how  this  is  going  to  work  if  I  come  in  with  my  card 
to  HIP  or  if  I  come  in  with  my  card  to  you  who  is  going  to  look 
at  me  and  determine  what  modality  I  get  involved  in  and  I  don't 
know  how  well  you  want  me  or  how  badly  you  would  just  like  to 
get  rid  of  me,  which  is  a  subjective  evaluation  as  to  whether  or  not 
I  ever  would  be  cured,  which  would  be  one  of  the  diagnosis. 

I  don't  know  whether  or  not  we  are  going  to  improve  the  account- 
ability of  drug  treatment,  because  as  I  know  it,  there  is  no  real 
legal  requirement  to  run  a  drug  rehab,  is  there,  in  New  York? 

Mr.  WOLFERT.  At  least  in  relationship  to  HIP 

Chairman  Rangel.  No.  I  meant  if  I  open  up  a  clinic  and  if  I  had 
some  political  strings,  get  a  doctor  or  two,  a  counselor  or  two  and 
a  couple  of  beds — I  don  t  have  to  go  to  school  to  run  a  clinic,  do  I? 

Mr.  WoLFERT.  I  would  assume  that  there  would  be  licensing  that 
would  be  required,  but  I  don't  know. 
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Chairman  Rangel.  With  all  the  ex-addicts  running  clinics,  I  as- 
sume there  is  no  training  needed.  Would  you  not  say  that  most 
clinics  are  run  by  ex-addicts? 

Mr,  Salmon.  I  think  that  recovering  people  constitute  a  major 
portion  of  the  treatment  population. 

Chairman  Rangel.  I  am  not  talking  about  staffing;  I  know  that. 
I  am  just  talking  about  CEOs.  What  about  it — when  I  was  in 
Albany 

Mr.  Salmon.  I  think  for  therapeutic  communities,  that  has  been 
true  historically.  I  think  it  is  less  true  now.  As  drug  and  alcohol 
treatment  come  together,  and  as  mental  health  influences  start  to 
take  over.  I  think  you  see  more  professionalization  of  the  top  level 
clinicians  and  managers. 

I  think  in  the  early  davs  of  the  drug  treatment  communities  it 
was  certainly  true  that  the  CEO  and  president  very  often  was  a 
person  in  recovery  as  well. 

Chairman  Rangel.  I  am  not  too  concerned  about  the  treatment 
I  will  get  at  HIP,  but  I  have  a  h-gh  concern  who  I  might  be  farmed 
out  to  and  what  standards  are  being  used  by  HIP  now  to  determine 
who  you  are  giving  a  contract  to. 

Mr.  Wolfert.  We  review  each  referral  program  against  our  phi- 
losophy and  approach  to  handling  a  person.  The  head  of  HIFs 
mental  health  system  does  this  personally.  If  a  program  does  not 
meet  with  our  standards  as  well  as  our  philosophical  case  on  which 
we  approach  dealing  with  mental  health  and  substance  abuse  pro- 
grams they  would  not  be  a  program  that  someone  would  be  re- 
ferred to. 

Chairman  Rangel.  Do  you  know  of  any  programs  in  New  York 
City  that  are  on  your  prefeiTed  list  that  your  mental  health  coun- 
selor would  look  at? 

Mr.  Wolfert.  Brooklyn  Psychiatric  is  one  off  the  top  of  my  head. 

Chairman  Rangel.  We  have  a  lot  of  methadone  mills  if  you  will 
that  are  operated  by  a  lot  of  hospitals  that  have  more  than  their 
share  of  doctors  and  psychiatrists  and  they  keep  the  beds  filled  and 
they  get  reimbursed.  You  don't  ask  them  a  lot  of  questions  about 
their  success  rates  because  that  is  insulting. 

I  just  want  to  know  now  that — we  should  have  an  expansion  now 
that  everyone  has  a  card  and  they  don't  have  to  negotiate  a  bed. 
I  would  think  that  we  are  going  to  get  more  providers  for  addict 
rehabilitation,  is  that  not  so? 

Mr.  Raske.  You  would  think  so. 

Mr.  Salmon.  I  don't  think  so.  I  think  actually  we  will  make  bet- 
ter use  of  existing  resources. 

Chairman  Rangel.  Isn't  there  a  shortage  now  of  beds  and  slots? 

Mr.  Salmon.  It  depends  on  a  number  of  things.  If  you  insist  on 
fixed-length-of-stay  models  of  treatment,  it  is  fairly  easy  to  argue 
there  are  shortages.  In  Massachusetts,  we  have  pretty  much 
changed  to  individualized  treatment  and  find  that  in  fact  there 
seem  to  be  enough  beds. 

Outpatient  is  a  much  more  expgindable  service.  At  least  in  Mas- 
sachusetts I  don't  think  there  is  a  major  shortage  of  upfront  acute 
beds.  There  is  a  shortage  of  longer-term  beds  for  patients  who  need 
longer-term  care,  the  halfway  house  recovery,  therapeutic  kind  of 
care.  That  is  in  part  because  of  longer  care,  you  get  somebody  into 
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a  program  and  if  they  are  successful,  they  are  there  for  3  to  12 
months,  there  is  not  much  turnover  and  a  filled  bed  is  filled  for  1 
year. 

Chairman  Rangel.  Secretary  Brown  is  listening  to  this  testi- 
mony. He  is  in  the  room  and  I  welcome  your  presence,  Secretary 
Brown.  It  is  hoped  that  in  the  very  near  future  he  will  have  the 
authority  to  make  the  same  types  of  shifts  in  his  domestic  budget 
as  he  has  been  authorized  to  do  in  his  international  budget,  and 
so  the  areas  that  he  should  be  looking  toward  seeing  how  there 
could  be  first  the  proper  allocations  in  the  first  instance  and  then 
second  to  make  those  adjustments  based  on  the  needs  of  those  peo- 
ple that  are  seeking  treatment. 

I  have  not  really  heard  the  case  that  has  been  made  for  metha- 
done by  those  people  who  only  provide  that  as  an  option  and  it 
would  seem  to  me  that  if  I  was  selling  a  program  that  involved 
methadone,  and  if  my  profits  were  based  on  the  number  of  patients 
that  were  attracted  to  it,  that  I  just  don't  see  how  you  would  see 
me  referring  this  patient  to  drug-free  programs.  I  would  not  know 
what  that  judgment  was  based  on. 

My  89-year-old  mother  was  in  a  local  city  hospital,  and  the  doc- 
tor that  treated  her  on  6  different  occasions  and  said  that  she  had 
to  go  to  surgery  in  order  for  this  thing  to  happen.  I  wondered  why 
because  at  her  age  all  I  wanted  was  a  second  opinion.  I  notice  that 
every  time  I  called  him,  he  was  in  surgerv.  I  reached  a  conclusion 
that  he  did  surgery  best  rather  than  thinking  about  other  modali- 
ties that  he  was  just  not  that  familiar  with. 

I  don't  know  how  it  is  going  to  work  now  since  we  don't  have  that 
many  standards — ^there  is  very  little  if  any  accountability  in  the 
Federal  Grovemment,  but  I  gather  we  have  got  to  rush  into  this 
and  try  to  find  some  standard  and  we  will  need  your  expertise  to 
assist  us  in  doing  it. 

I  think  and  staff  agrees  that  we  may  have  to  call  this  panel  to- 
gether— ^not  you  Jerry  and  Stanley — we  have  to  do  those  thingfs 
back  home  because  the  needs  of  public  hospitals  are  different  de- 
pending on  the  community  in  which  they  are  located  and  I  work 
very  closely  with  Larry  Gage — do  you  know  him? 

Mr.  Hill.  No. 

Chairman  Rangel.  He  was  with  Califano  and  he  is  the  director 
of  the  Public  Hospital  Group  that  is  involved  in  the  American  Hos- 
pital Association,  but  we  will  get  together  in  New  York,  because  we 
had  to  pull  the  public  hospitals  out  because  they  have  different 
types  of  problems. 

I  want  to  thank  you.  Ken.  My  question  to  you  is  that  as  you  see 
the  losses  of  the  city  of  New  York  under  the  present  draft  proposal, 
certainly  don't  other  cities  that  suffer  with  the  same  type  of  for- 
mulas have  the  same  problems? 

Mr.  Raske.  Yes,  Congressman.  There  are  a  number  of  other 
cities  that  will  have  a  similar  kind  of  problem.  The  ingredients  for 
the  problem  are  basically  having  high  Medicare  penetration,  a  lot 
of  Medicare  elderly  patients,  having  a  lot  of  teaching  programs  and 
having  a  pretty  good  Medicaid  program  which  means  the  amount 
of  uninsured  in  the  area  is  not  as  great  as  it  would  be  in  other 
places. 
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You  kind  of  mix  those  ingredients  together  and  you  can  have  the 
outcome  being  negative  or  lairly  substantially  negative. 

Chairman  Rangel.  It  would  seem  to  me  tnat  we  could  best  deal 
with  that  problem  if  you  would  find  your  colleagues  who  have  a 
similar  interest.  They  all  don't  have  to  come  under  the  same  line, 
but  if  you  see  they  are  targeted  to  be  70,  80  percent,  tell  them  to 
reach  out  to  the  Members  and  the  Congress.  If  you  can  organize 
your  providers,  I  can  organize  the  Members.  I  might  have  a  cup  of 
coffee  with  some  staff. 

I  think  that  we  could  do  better  and  we  will  concentrate  on  the 
members  that  are  on  the  committees  of  jurisdiction  and  we  can 
handle  it. 

This  has  been  a  very  interesting  panel  and  I  probably  will  be  get- 
ting in  touch  with  all  of  you  in  different  ways  to  help  us  as  we  try 
to  figure  out  how  to  dress  up  this  frame  that  has  been  given  to  us 
by  the  President. 

I  tried  to  convince  the  President  that  as  they  have  raised  the 
consciousness  of  the  Nation  as  to  the  importance  to  do  something 
about  a  health  care  system  that  is  very  expensive  and  increasing 
in  cost,  and  they  presented  us  with  a  package,  but  more  than  that 
a  challenge  so  that  now  most  people  say  "for  God's  sake,  do  some- 
thing no  matter  what  you  are  doing,"  that  it  would  seem  to  me  that 
if  they  could  consider  the  cost  of  poverty  and  homelessness  and 
joblessness  and  drugs  and  crime  in  the  same  way,  not  necessarily 
to  come  up  with  an  answer,  but  to  talk  about  the  hundreds  of  bil- 
lions of  dollars  that  we  are  losing  especially  in  competition  and 
productivity. 

Just  the  length  of  time  and  the  cost  of  keeping  someone  in  jail 
is  not  a  thing  for  an  industrialized  country  to  accept.  To  me  in  a 
large  way  it  will  reduce  as  well  the  cost  of  health  care  since  so 
many  diseases  are  directly  related  to  poverty. 

I  hope  that  if  you  can  come  up  with  people  that  have  spent  some 
time  in  studjring  that  relationship,  as  Dr.  Freeman  has  at 
Columbia,  we  can  bring  them  together  and  instead  of  talking  about 
doing  the  right  thing  because  it  is  humane  we  can  talk  about  doing 
the  right  thing  because  it  saves  money. 

Thank  you  very  much. 

We  imderstand  that  attorney  Edelman  had  to  leave  so  what  I 
and  the  staff  have  agreed  to  do  is  to  compile  the  many  questions 
that  were  raised  here  and  then  we  would  present  them  to  your  of- 
fice and  then  you  can  ask  the  Secretary  to  respond. 

Thank  you. 

The  hearing  is  adjourned. 

[Whereupon,  at  3:45  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene  subject  to  the  call  of  the  Chair.] 

[Submissions  for  the  record  follow:] 
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Introduction 

This  country  is  at  an  historic  juncture  in  the  development  of  social  policy.  A  consensus 
is  emerging  around  the  goal  of  universal  health  coverage  for  all  Americans.  AHA  and 
its  members  have  a  longstanding  commitment  to  meeting  the  health  care  needs  of  this 
country,  and  welcome  the  focus  on  the  health  status  of  the  American  people  and  the 
health  care  delivery  system.  As  the  reform  debate  has  focused  on  the  twin  goals  of 
access  and  cost  containment,  AHA  and  its  members  have  advanced  a  vision  of  reform  to 
accomplish  those  goals.  It  calls  for  universal  access,  restructuring  of  the  delivery  system, 
and  adequate  financing.  The  members  of  the  AHA  are  ready  to  assume  their  share  of 
responsibility  for  making  the  necessary  changes  to  meet  those  goals.  At  the  same  time, 
it  is  important  that  other  policies  be  examined  against  the  health  policy  goals  and  be 
aligned  to  support  their  achievement.    Health  care  reform  can  not  succeed  in  isolation. 

Implications  for  Hospital  Tax  Exemption 

With  the  promise  of  universal  health  insurance  coverage,  some  are  questioning  the 
continued  need  for  hospital  tax  exemption.  President  Clinton's  health  reform  proposal 
rightly  preserves  community  benefit  as  the  standard  for  awarding  tax-exempt  status  to 
hospitals.  The  Administration's  commitment  to  guarantee  health  insurance  coverage  to 
all,  and  the  American  people's  support  for  access  to  health  care,  place  health  status  and 
the  delivery  of  health  care  among  the  top  priorities  of  this  country.  Continuation  of  tax 
exemption  for  hospitals  and  other  charitable  health  organizations  under  the  community 
benefit  standard  is  a  means  for  this  society  to  reinforce  its  commitment  to  universal  access 
and  health  status.  The  award  of  tax  exemption  recognizes  the  charitable  hospital's 
dedication  of  its  resources  to  improving  the  health  status  of  its  community.  It  helps 
support  the  hospital's  ability  to  place  the  needs  of  its  community  at  the  forefront  of  its 
decision  making. 

As  reform  progresses  it  will  become  clear  what  the  new  health  care  environment  requires. 
The  charitable  concept  must  evolve  to  reflect  the  times.  The  basic  expectations  of 
charitable  hospitals  will  remain  the  same:  to  dedicate  their  resources  to  meeting  the  health 
care  needs  of  their  community.     But  what  specifically  they  must  do  to  fulfill  those 


207 


expectations  will  be  identified  community  by  community.  Throughout  the  transition, 
however,  whether  as  participants  in  or  organizers  of  the  new  delivery  system,  the  work 
of  tax-exempt  hospitals  and  the  partnerships  they  forge  can  be  expected  to  meet  a 
commitment  to  the  larger  goal  of  improved  health  status. 

Universal  coverage  does  not  undercut  the  legal  basis  for  tax  exemption.  The 
underpinning  for  charitable  tax  exemption  is  public  support  for  activities  that  serve  the 
larger  good  —  a  concept  that  encompasses  the  broadest  range  of  public  purposes.  The 
governing  body  of  a  charitable  organization  has  a  fiduciary  duty  to  see  that  the 
organization  is  organized  and  operated  to  fulfill  its  charitable  mission;  its  resources  must 
be  dedicated  to  that  purpose.  Any  benefit  that  flows  to  private  parties  must  be  incidental 
to  carrying  out  its  public  purpose.  When  it  undertakes  business  commitments,  those 
decisions  must  be  consistent  with  accomplishment  of  its  mission.  When  it  pays  for  goods 
and  services,  the  commitment  of  resources  should  reflect  the  value  of  their  contribution 
toward  fulfillment  of  its  purpose. 

Since  1969,  the  promotion  of  health  has  explicitly  been  recognized  as  a  purpose  meriting 
tax  exemption.  Health  care  organizations  may  be  awarded  tax-exempt  status  by 
demonstrating  that  they  promote  health  in  a  manner  that  benefits  the  community  as  a 
whole.  The  premise  underlying  the  community  benefit  standard  is  that  the  promotion  of 
health  in  a  manner  that  benefits  the  larger  community  serves  a  public  purpose.  The 
promotion  of  health  alone  is  not  sufficient,  however;  how  it  is  done,  when,  and  for  whom 
are  important  factors.  All  health  care  providers  have  a  professional  responsibility  to 
provide  high  quality  services.  Tax  exemption  requires  more.  The  focus  is  not  on  what 
the  hospital  does,  but  whether  those  actions  respond  to  community  need.  Providing 
charity  care  has  been  only  one  way  to  demonstrate  benefit. 

Universal  coverage  does  not  eliminate  the  purpose  for  exemption.  Providing  access  to 
coverage  does  not  address  all  of  the  needs  related  to  health  status.  Access  to  insurance 
coverage  alone  will  not  assure  access  to  health  services.  Access  to  health  services  does 
not  necessarily  mean  improved  health.  Focusing  only  on  medical  intervention  does  not 
address  the  needs  related  to  health.  Universal  coverage  creates  the  capability  to  pay  for 
service,  but  of  itself  does  not  guarantee  that  services  will  be  available  when  and  where 
needed,  or  that  all  who  need  services  will  be  reached.  Access  does  not  assure  that 
service  is  received  at  the  most  effective  point. 

Meeting  the  community  benefit  standard  means  making  the  needs  of  the  community  the 
focal  point.  Benefit  to  the  community  becomes  the  screen  against  which  decisions  are 
made  and  the  measure  of  success.  The  hospital  must  know  the  community  to  identify  its 
needs,  and  work  with  the  community  to  appropriately  respond.  Is  information  available 
to  encourage  a  healthy  life  style  and  personal  responsibility  for  health?  Is  there  outreach 
and  early  intervention  to  prevent  and  minimize  the  effects  of  illness?  Is  there  support  for 
individuals  and  families  to  prevent  institutionalization,  and  allow  independent  living? 

Responding  only  to  medical  needs  falls  short  of  addressing  the  larger  issues  of  health 
status.  The  tax-exempt  provider  has  the  responsibility  to  exert  leadership  and  take  the 
initiative  on  matters  of  importance  to  health.  Are  efforts  coordinated  to  address  the 
interdependence  of  the  needs  for  food,  shelter,  and  family  planning,  with  health  status; 
to  address  violence  in  the  neighborhoods,  in  the  schools,  and  in  the  home?  Not  all  that 
is  needed  can  or  should  be  done  by  the  hospital  alone. 

The  community  benefit  test  is  still  a  sound  and  viable  basis  for  awarding  tax-exempt 
status  to  hospitals.  It  places  the  focus  at  the  local  level  and  examines  the  merits  of 
individual  situations  against  the  community  environment  in  which  they  serve.  The  issue 
has  been  and  should  continue  to  be  whether  they  are  providing  public  benefit.    Has  the 
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hospital  conducted  itself  ~  made  decisions,  used  its  resources,  leveraged  its  influence  ~ 
in  a  way  that  benefits  the  entire  community.  Exemption  is  given  in  return  for  the 
commitment  to  meet  the  community's  needs. 

The  President's  Proposed  New  Requirement  for  Charitable  Health  OrganirariniK 

The  Administration's  proposal  also  includes  a  new  statutory  requirement  that  a  charitable 
health  care  organization,  with  the  participation  of  community  representatives,  assess  the 
health  care  needs  of  its  community  and  develop  a  plan  to  meet  those  needs.  This  change 
is  consistent  with  AHA's  vision  of  a  reformed  health  care  system.  AHA  has  proposed 
restructuring  health  care  delivery  by  establishing  networks  of  hospitals,  physicians  and 
others  that  would  provide  a  seamless  continuum  of  care  at  the  community  level.  As 
envisioned  by  AHA,  these  health  networks  would  be  responsible  for  maintaining  and 
improving  the  health  status  of  their  enrollees  and  addressing  the  health  status  of  the  larger 
community,  through  partnership  with  others  in  the  community.  The  delivery  system 
would  consist  of  patient  centered,  community  based  networks,  focused  on  health  status 
and  accountable  to  the  community. 


Conclusion 

Continuing  tax-exempt  status  for  community  benefit  hospitals  will  make  an  important 
contribution  toward  achieving  the  goals  of  universal  access  and  improved  health  status. 
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November  9,  1993 

The  Catholic  Health  Association  of  the  United  States  is  pleased  to  present 
views  on  the  role  of  tax  exempt  hospitals  and  healthcare  reform. 

The  Catholic  Health  Association  is  a  national  organization  of  over  1  200 
Catholic  hospitals  and  long-term  care  facilities,  their  sponsoring 
organizations  and  systems.  Throughout  our  seventy-eight  year  history, 
CHA  has  taken  a  leadership  role  in  advocating  high  standards  of 
healthcare  for  all  persons.  Care  and  services  to  the  poor  -  whether  it  be 
in  inner  cities,  the  primary  focus  of  this  hearing,  in  rural  areas,  or 
elsewhere  -  has  been  of  particular  concern  to  this  association  and  our 
membership. 

Since  1986,  the  Catholic  Health  Association  has  been  a  consistent 
advocate  for  universal  converge  in  a  redesigned  healthcare  system.  Our 
healthcare  reform  proposal.  Setting  Relationships  Right:  A  Proposal  for 
Systematic  Healthcare  Reform,  includes  many  of  the  features  of  the 
President's  "Health  Security  Act." 

CHA's  proposal  is  anchored  in  six  fundamental  values  which  are  rooted 
in  the  Judaic-Christian  tradition: 

•         Healthcare    is    a    service,    not    a    mere    commodity    to    be 
exchanged  for  profit. 

Public  policy  must  serve  the  common  good. 
Every  person  is  the  subject  of  human  dignity. 
The  needs  of  the  poor  should  receive  special  priority. 
The  must  be  effective  stewardship  of  resources. 
Tasks     should     be     performed     at     appropriate     levels     of 
organizations. 

Applied  to  the  discussion  of  the  Subcommittee  today,  these  values  lead 
to  the  following  principles: 

Public  policy  should  encourage  the  service  orientation  of  the 

healthcare  system. 

Focusing    on   the   common    good,    not-for-profit    healthcare 

providers  should  respond  to  broad  community  needs,   not 

solely  the  needs  of  an  enrolled  population. 

Every  person  has  the  right  to  access  high  quality  healthcare 

services. 

There  will  continue  to  be  a  need  for  mission-driven  healthcare 

providers  who  view  the  provision  of  services  to  the  poor  as  a 

moral  priority. 

Local  community  members  are  in  the  best  position  to  evaluate 

whether   their   healthcare    organizations    fulfill   a   charitable 

purpose. 
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The  Catholic  Health  Association  has  also  taken  a  leadership  role  in 
advocating  tax-exempt  not-for-profit  healthcare  facilities  be  accountable 
to  their  communities.  In  1 989,  CHA  published  The  Social  Accountability 
Budget:  A  Process  for  Planning  and  Reporting  Community  Service  in  a 
Time  of  Fiscal  Constraint.  It  has  been  widely  used  within  and  beyond 
Catholic  healthcare.  We  also  developed,  with  the  American  Association 
of  Homes  for  the  Aging,  a  version  of  the  document  for  nonprofit  long 
term  care  facilities. 

Last  year,  after  consultation  with  Catholic  and  other  not-for-profit 
healthcare  leaders,  CHA  developed  and  distributed  "Standards  for 
Community  Benefit,"  calling  for  development  of  community  benefit  plans 
that  describe  how  the  facility  will  address  community  needs  and 
problems,  particularly  those  of  the  poor,  frail  elderly,  minorities  and  other 
underserved  and  disadvantaged  persons.  The  standards  are  attached  to 
this  testimony. 

CATHOLIC  HEALTH  ASSOCIATION  POSITION  ON  CONTINUING  TAX 
EXEMPTION  OF  NOT-FOR-PROFIT  HOSPITALS 

The  Catholic  Health  Association  believes  that  the  promise  of  health  care 
reform  for  near-universal  access  to  healthcare  services  and  elimination  of 
most  uncompensated  care  does  not  alter  the  appropriateness  or  necessity 
of  granting  federal  tax  exemption  to  not-for-profit  healthcare  organizations 
that  provide  community  benefit.  We  urge  this  subcommittee  to 
recommend  retention  of  tax  exemption  for  qualified  not-for-profit 
hospitals. 

Our  testimony  will  describe  three  primary  reasons  for  continued  tax 
exemption  of  community  benefit  healthcare  organizations. 

•  Healthcare    Is    traditionally    and    ideally    a    service,    not    a 

commodity  that  responds  well  to  competition  and  commercial 
forces.  Tax  exemption  helps  preserve  the  service  orientation 
of  healthcare  organizations. 

•  Not-for-profit  hospitals  will  continue  to  have  a  role  in  serving 
the  poor  and  disadvantaged.  Even  in  a  most  generously 
designed  healthcare  system,  some  individuals  and 
communities  (especially  rural  and  inner-city  locations)  will  not 
be  well  served.  They  will  remain  dependent  on  not-for-profit 
providers  establishing  services  in  their  areas. 

•  The  community  benefit  role  of  not-for-profit  hospitals  goes 
beyond  free  care  to  the  poor.  Programs  and  services  for  the 
broader  community  will  continue  to  be  characteristic  of  these 
institutions  as  they  work  independently  and  collaboratively  to 
address  community-wide  health  problems  and  needs. 
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Healthcare  as  a  Service 


The  history  of  hospitals  is  one  of  religious  and  community  leaders 
responding  to  needs  of  communities  by  creating  services  and  shelter  to 
the  poor,  sick,  dying,  and  elderly.  The  first  hospitals  were  mission-driven 
in  the  truest  sense  of  the  term.  There  was  little  or  no  compensation  for 
services  and  members  of  communities  supported  these  early  institutions 
with  financial  and  volunteer  assistance. 

As  the  healthcare  system  changed  in  the  types  of  persons  served, 
services  provided,  and  the  availability  of  government  and  private 
financing,  healthcare  remained  and  is  today,  fundamentally  a  service.  It 
is  performed  best,  we  believe,  by  mission-driven  organizations  carrying 
out  their  mission  in  contemporary  terms. 

CHA  has  joined  members  of  this  committee  and  others  in  being  concerned 
that  commercial  values  and  the  competitive  environment  in  which 
healthcare  facilities  have  operated  in  recent  years  have  had  a  negative 
effect  on  the  essential  service  and  community  orientation  of  many  not-for- 
profit  healthcare  providers. 

We  believe  that  healthcare  reform  could  aggravate  this  competitive 
environment  and  further  encourage  commercial  behavior  by  not-for-profit 
healthcare  facilities.  Healthcare  reform,  as  currently  being  discussed, 
shifts  financial  risk  from  purchasers  of  healthcare  (government  and 
employers)  to  providers.  Healthcare  plans  and  providers  would  be  forced 
to  compete  on  the  basis  of  cost  as  well  as  quality  and  services.  While  it 
is  hoped  that  these  developments  will  result  in  the  desired  lower  cost  and 
higher  quality,  they  also  present  threats  to  the  service  and  community 
orientation  of  providers. 

Intense  price  competition  in  some  communities  could  unleash  commercial 
influences  that  overwhelm  the  professional  and  service  ethos  in  American 
healthcare.  Unless  healthcare  reform  and  related  policies  retain  and 
improve  incentives  for  a  strong  service  orientation,  the  result  could  be 
excessive  commercialization  and  an  inadequate  focus  on  the  needs  of 
persons  and  communities. 

Tax  exemption,  with  its  requirements  for  community  benefit  and 
prohibitions  against  private  inurement  and  private  benefit,  is  one 
safeguard  against  commercial  values  overtaking  the  professional  and 
service  orientation  of  individual  not-for-profit  facilities  and  the  healthcare 
system  as  a  whole. 

We  support  provisions  in  the  Health  Security  Act  that  call  for  tax  exempt 
providers  to  assess  the  healthcare  needs  of  their  communities  and 
develop  plans  to  meet  those  needs.  Whether  additional  standards 
concerning  private  inurement,  private  benefit  and  community  benefit  will 
be  needed  is  yet  to  be  seen.  We  can  see  merit  in  putting  into  the  tax 
code  requirements  that  general  service  hospitals  have  emergency  rooms 
and  that  tax  exempt  hospitals  not  discriminate  against  Medicare  and 
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Medicaid  patients.  Nevertheless,  we  recommend  the  advisability  of  such 
requirements  be  thoroughly  considered. 

In  the  meantime,  as  the  system  evolves,  we  urge  the  Internal  Revenue 
Service  continue  scrutiny  of  tax  exempt  healthcare  provider  business 
practices  and  continue  to  provide  guidance  in  the  form  of  General  Counsel 
Memoranda  and  other  issuances  that  give  direction  to  healthcare 
providers  and  others  in  the  formation  of  not-for-profit  healthcare  networks 
and  plans. 


Hospitals'  Charitable  Purpose  Continues:  Care  of  the  Poor 

The  "charitable  purpose"  basis  for  tax  exemption  has  historically  had  a 
dual  interpretation:  relief  of  poverty  and  community  benefit.  The  Catholic 
Health  Association  believes  that  not-for-profit  tax  exempt  healthcare 
organizations  should  and  will  continue  to  demonstrate  that  they  serve  a 
charitable  purpose  under  both  interpretations. 

CHA  believes  that  there  will  be  a  continuing  role  and  responsibility  for 
not-for-profit,  tax  exempt  healthcare  organizations  to  serve  the  poor  and 
disadvantaged.  This  is  because  it  is  unlikely  that  even  the  most 
generously  designed  reform  package  will  address  all  needs  of  all  people, 
especially  those  who  have  historically  been  underserved. 

Aside  from  persons  outside  of  the  new  healthcare  system,  we  believe 
that  universal  coverage  will  not  necessarily  mean  universal  access  to 
healthcare  services,  nor  will  it  mean  universal  care  for  all  healthcare 
needs. 

Persons  who  are  poor  and  others  currently  going  without  healthcare 
services  may  fail  to  properly  use  the  new  system.  Lack  of  an  ability  to 
cope  with  government  bureaucracies  and  other  struggles  of  daily  living 
prevent  many  low  income,  low  literacy  and  other  troubled  persons  from 
taking  advantage  of  programs  available  to  them.  Under-enrollment  in  the 
Special  Supplemental  Food  Program  for  Women,  Infants,  and  Children 
(WIC),  Early  and  Periodic  Screening,  Diagnosis,  and  Treatment  (EPSDT), 
and  Medicaid  give  evidence  of  this  phenomenon.  It  will  be  necessary  for 
healthcare  providers  to  reach  out  to  these  persons  and  families,  enroll 
them  into  the  healthcare  system,  and  teach  them  how  to  use  healthcare 
services  in  a  more  effective  way  than  they  have  in  the  past. 

Another  problem  that  will  persist  for  persons  struggling  with  poverty  and 
other  hardships  is  that  some  providers  may  not  wish  to  treat  them, 
despite  more  equitable  financing  and  other  safeguards  designed  to  avoid 
discrimination.  Today,  and  predictably  in  the  future,  some  providers  will 
shun  persons  who  are  poor,  are  part  of  minority  groups  or  have  certain 
physical  or  mental  disabilities.  Their  reason  may  be  outright  prejudice  or 
the  belief  that  such  persons  present  language,  literacy  or  other  problems 
that  take  excessive  resources. 
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In  fact,  our  experience  shows  that  many  low  income  and  multi-problem 
persons  and  families  do  require  additional  attention  and  services  to 
adequately  address  their  needs.  We  have  found  that  other  providers  are 
not  always  prepared  or  willing  to  respond  to  these  needs.  Therefore,  our 
communities  will  continue  to  need  charitable  healthcare  organizations, 
driven  by  community  needs,  with  an  historical  mission  of  service  to  the 
disenfranchised  and  particular  expertise  in  reaching  out  and  providing 
services  to  these  populations. 

It  is  also  likely  that  enrolled  persons  will  not  have  all  health  and  health 
related  needs  met  in  the  new  system  of  care.  Even  a  fairly 
comprehensive  benefits  package  may  not  include  needed  over-the-counter 
medicines  and  appliances,  transportation  to  health  services,  counselling, 
and  some  desired,  but  not  life  saving,  procedures  and  treatments.  Low 
income  persons  enrolled  in  the  network  are  likely  to  continue  to  need 
some  free  and  discounted  services  and  supplies. 


Hospitals'  Charitable  Purpose  Continues:  Community  Benefit 

The  parallel  definition  of  "charitable"  is  providing  benefits  to  the  broad 
community.  This  too,  can  characterize  a  tax-exempt  healthcare 
organization  in  a  reformed  healthcare  system  because  the  community 
benefit  role  of  not-for-profit  hospitals  goes  beyond  serving  the  poor  and 
disadvantaged. 

The  Catholic  Health  Association  believes  that  communities  will  continue 
to  need  the  type  of  community  benefit  services  not-for-profit  tax  exempt 
hospitals  provide  when  they  respond  to  community  need  and  help  build 
community-wide  responses  to  those  needs.  Such  services  not  only  affect 
the  poor  and  other  special  needs  persons,  but  the  broader  community  as 
well.  These  benefits  to  the  broader  community  include  policies  and 
programs  that 

•  Improve  the  health  of  persons  in  the  community,  and 

•  Improve  the  overall  health  of  the  community,  preventing  wide 
spread  disease  and  injury  and  acting  on  societal  problems  that 
tend  to  cause  disease  and  injury. 

Not-for-profit  tax  exempt  facilities  will  continue  to  work  directly,  in 
collaboration  with  partners  in  their  health  networks  or  other  healthcare 
providers  and  with  local  and  state  health  departments  to  address  these 
community-wide  issues.  Some  examples  of  community  benefit  services 
that  will  continue  to  be  provided  by  not-for-profit  healthcare  organization 
include: 

•  Being  part  of  community-wide  efforts  to  decrease  infant 
mortality  and  morbidity,  to  protect  children  against  vaccine 
preventable  disease,  to  address  the  problem  of  violence  in  the 
community  and  to  help  homeless  families. 
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Reaching  out  to  minorities,  the  poor  and  other 
underserved  persons,  whether  or  not  they  are  enrolled. 
This  could  include  providing  multi-lingua!  information  on 
child  health  or  offering  employment  opportunities  to 
persons  who  are  developmentally  disabled. 

Implementing  programs  that  promote  health  and  avoid  injury 
and  illness  through  campaigns  to  decrease  teen  drinking, 
promoting  the  use  of  car  seats  for  toddlers,  and  instituting 
surveillance  systems  for  detection  of  unusual  incidence  of 
cancer,  certain  infection  or  other  possible  indications  of 
systemic  community  health  problems. 


Summary 

The  welcome  introduction  of  systemic  healthcare  reform  with  universal 
access  to  comprehensive  healthcare  services  and  improved  delivery  of 
services  through  integrated  networks  of  providers  will  not  eliminate  the 
need  for  community  oriented,  charitable  healthcare  organizations. 

Not-for-profit  tax-exempt  hospitals  demonstrate  that  they  fulfill  a 
charitable  purpose  by  continuing  their  founders'  tradition  of  service, 
reaching  out  to  the  poor  and  underserved  and  by  exhibiting  concern  for 
the  broad  community.  As  the  healthcare  system  changes,  this  service 
orientation  and  community  benefit  role  should  continue  to  be  a  dominant 
characteristic  not-for-profit  hospitals  and  the  American  healthcare  system 
and  not-for-profit  hospitals. 

In  conclusion,  tax  exempt;  charitable  healthcare  organizations  that  are 
community  oriented  and  hold  to  the  principal  "the  poor  have  a  moral 
priority"  and  are  committed  to  responding  to  community  need  will 
continue  to  need  and  deserve  tax  exemption. 
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THE  CATHOUC  HEALTH  ASSOCUTION 

Cathouc  Health  Association 
Standards  for  Community  Benefit 

As  members  of  the  Catholic  Health  Association  of  the  United  States,  tve  share  a  historical 
mission  and  tradition  of  community  service.  In  order  to  continue  our  tradition  of 
providing  benefit  to  the  community,  we  affirm  that: 

1  The  organization's  mission  statements  and  philosophy  should  reflect  a  commitment 
to  benefit  the  community  and  that  policies  and  practices  be  consistent  with  these 
documents  including 

■  Consideration  of  operational  and  p>olicy  decisions  in  light  of  their  impaa  on  the 
community  served,  esjDecially  the  p)oor,  the  frail  elderly,  and  the  vulnerable 

■  Adoption  of  charity  care  policies  that  are  made  public  and  are  consistently  applied 

■  Incorporation  of  community  healthcare  needs  into  regular  planning  and 
budgeting  processes 

2.  The  governing  body  should  adopt,  make  public,  and  implement  a  community  benefit 
plan  that 

■  Defines  the  organization's  mission  and  the  community  being  served 

■  Identifies  unmet  healthcare  needs  in  the  commimity,  including  needs  of  the  poor, 
fiail  elderly,  minorities,  and  other  medically  underserved  and  disadvantaged 
persons 

■  Describes  how  the  organization  intends  to  take  a  leadership  role  in  advocating 
community-wide  resp)onses  to  healthcare  needs  in  the  community 

■  Describes  how  the  organization  intends  to  address,  directly  and  in  collaboration 
with  physicians,  other  individuals,  and  organizations 

Particular  or  imique  healthcare  problems  of  the  community 

Healthcare  needs  of  the  poor,  the  frail  elderly,  minorities,  and  other 
medically  underserved  and  disadvantaged  persons 

■  Describes  how  the  organization  sought  the  views  of  the  community  being  served 
and  involved  community  members  and  other  organizations  in  identifying  needs 
and  developing  the  plan 

3.  The  healthcare  organization  should  provide  community  benefits  to  the  poor  and  the 
broader  community  that  are  designed  to 

■  Comply  with  the  community  benefit  plan 

■  Improve  health  status  in  the  community 

■  Promote  access  to  healthcare  services  for  all  persons  in  the  community 

■  Contain  healthcare  costs 

4.  The  organization  should  make  available  to  the  public  an  annual  community  benefit 
repon  that  describes  the  scope  of  community  benefits  provided  directly  and  in 
collaboration  with  others. 


Approved  by  CHA's  Board  of  Trustees 
April  1992 
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Shrlners  Hospitals  appreciate  the  opportunity  to  submit  this  written 
statement  to  the  Subconmittee  on  Select  Revenue  Measures  of  the  Comnlttee  on  Ways 
and  Means  regarding  the  Impact  of  health  care  reform  on  the  501(c)(3)  status  of 
charitable  hospitals  in  general  and  the  Shriners  Hospitals  in  particular. 

A  hospital's  tax-exempt  status  depends  in  part  on  the  expectation  that  it 
provide  care  to  the  entire  coninunity  and  to  those  with  limited  ability  to  pay. 
Rev.  Rul.  69-545.  C.B.  1969-2.  117.  amplfd.  Rev.  Rul.  83-157.  C.B.  1983-2.  94. 
Health  reform  envisions  the  elimination  of  most  uncompensated  care.  The 
President's  Hospital  Security  Act  propounds  new  standards  for  tax  exemption  in 
the  case  of  all  non-profit  hospitals.  We  believe  these  new  standards  should  not 
be  approved  without  being  thoroughly  re-examined.  Thus,  the  Subcommittee  is  now 
performing  an  inportant  function  especially  because  this  country's  only  free 
hospital  system  seems  unlikely  to  meet  President  Clinton's  proposal  without  a 
wrenched  interpretation  of  the  words  and  phrases  used  in  his  proposal. 

Section  7601  of  the  Health  Security  Act  establishes  new  standards  and 
states  that  for  purposes  of  section  501(c)(3)  of  the  Internal  Revenue  Code: 

"the  provision  of  health  care  services  shall  not  be 
treated  as  an  activity  that  accomplishes  a  charitable 
purpose  unless  the  organization  providing  such  services, 
on  a  periodic  basis  (no  less  frequently  than  annually), 
and  with  the  participation  of  comnunity  representatives 

(1)  assess  the  health  care  needs  of  Its  coimiunity.  and 

(2)  develops  a  plan  to  meet  those  needs." 

If  the  Clinton  conditional  exemption  had  the  terminology  "for  compensation" 
after  the  words  "health  care  services."  our  IRS  501(c)(3)  status  would  be 
protected. 

If  we  were  assured  that  such  an  Insertion  would  occur,  our  immediate 
concern  would  be  alleviated.  However,  it  is  likely  that  if  Congress  is  going  to 
continue  special  tax  benefits  for  hospitals,  whether  for  Income  taxes,  bond 
financing,  charitable  deductions,  or  other  financial  assistance  it  will  Impose 
some  requisite  for  some  form  of  community  service.  For  that  reason,  we  share  our 
thoughts  on  the  present  proposal  and  describe  our  provision  of  health  care 
services  and  facilities  for  children  in  need. 

The  Shriners  Hospitals  believe  that  all  501(c)(3)  hospitals  have  an 
obligation  to  share  part  of  their  resources  to  care  for  persons  who  are  unable 
to  care  for  themselves.  We  believe  that  tax  exempt  hospitals  have  a  special  duty 
to  the  community,  and  there  is  nothing  unsound  in  demanding  that  non-profit 
hospitals  give  something  of  tangible  value  back  to  the  community  In  exchange  for 
the  totality  of  financial  benefits  accruing  from  their  tax-exempt  status.' 

Unlike  generic  non-profit  hospitals,  which  provide  from  2.7  to  7.9  percent 
uncompensated  care.'  Shriners  Hospitals  provide  100  percent  uncompensated  care. 
Shriners  Hospitals  have  always  treated  patients  free  but  to  be  admitted,  the 
children  need  to  be  needy  (I.e.,  having  parents  or  guardians  who  are  not 
financially  able  to  meet  tne  costs  of  treatment  without  substantial  hardship). 

We  accept  no  government.  Insurance  or  parental  reimbursement,  yet  provide 
totally  free  care.  In  this  respect,  the  Shriners  Hospitals  are  completely  unique 
In  the  United  States.  We  believe  we  are  the  only  free  hospital  system  in  this 
country.  We  achieve  this  status  by  spending  earnings  from  our  endowment  (now 
approximating  $4  billion)  acquired  from  the  generosity  of  Americans  as  Induced, 
in  part,  by  satisfaction  in  helping  needy  children  and  by  our  Nation's  charitable 


'  Statement  of  Gene  Bracewell ,  President  and  Chairman  of  the  Board  of 
Trustees.  Shriners  Hospitals  for  Crippled  Children  printed  in  Hearing  before  the 
Committee  on  Ways  and  Means.  House  of  Rep..  102d  Cong..  1st  Sess..  on  H.R.  790 
and  H.R.  1374.  July  10.  1991  at  273-284.  "Tax  Exempt  Status  of  Hospitals  and 
Establishment  of  Charity  Care  Standards" 

'  United  States  General  Accounting  Office:  Report  to  the  Chairman. 
Select  Committee  on  Aging.  House  of  Representatives.  GAO  HRD  90-84:  "Nonprofit 
Hospitals  -  Better  Standards  Needed  for  Tax  Exemption"  May,  1990.  See  also. 
"Nonprofit  Hospitals:  For  Profit  Ventures  Pose  Access  and  Capacity  Problems"  GM) 
HRD  93-124.  July.  1993. 
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contribution  deduction  laws.  "Dues"  to  our  hospital  corporation  by  725.000 
Shriners  represent  a  considerable  contribution  to  our  $300  million  annual  budget. 
Quite  plainly  if  a  hospital  has  endowment  earnings  to  spend  on  patient  care,  it 
is  less  dependent  on  fees  for  services,  whether  paid  by  government,  insurance  or 
the  patient.  Current  deduction  incentives  should  be  protected  and  enlianced  to 
abate  revenue  demands  from  user  fees.' 

Our  tax-exempt  status  is  crucial  to  maintaining  and  increasing  our  services 
to  children  in  need.*  The  Health  Security  Act's  501(c)(3)  standards  are 
targeted  at  those  hospitals  which  will  stand  to  gain  fitiancially  from  the 
elimination  of  uncompensated  care.  It  prejudices  our  hospital  system  by  Ignoring 
the  per  se  benefits  of  free  care. 

Before  1969.  although  hospitals  qualified  for  tax-exempt  status  as 
charitable  organizations,  the  Service  frequently  challenged  the  exempt  status  of 
hospitals  on  the  sole  ground  that  the  hospitals  were  accepting  Insufficient 
numbers  of  patients  at  no  charge  or  at  rates  substantially  below  cost.' 
According  to  the  Ways  and  Means  Committee.  "[t]h1s  has  resulted  in  significant 
uncertainty  as  to  the  extent  to  which  a  hospital  must  accept  patients  who  are 
unable  to  pay  in  order  to  retain  its  tax  exempt  status."'  This  uncertainty.  In 
turn,  affects  the  continued  ability  of  hospitals  to  draw  the  necessary  public 
support  by  way  of  contributions  to  partially  finance  their  capital  needs  and 
patient  servicing. 

As  a  result  of  this  uncertainty.  Congress  approved  an  IRS  ruling'  to  the 
effect  that  hospitals  were  no  longer  subject  to  "requirements  relating  to  caring 
for  patients  without  charge  or  at  rates  below  cost." 

In  previous  testimony  before  the  Ways  and  Means  Committee.'  we  suggested 
continuing  a  charitable  requisite  but  supplementing  it  with  a  specific 
requirement  that  a  defined  amount  or  defined  degree  of  no-cost  or  below  cost  care 
be  rendered  by  the  hospital  to  persons  who  are  unable  to  pay  as  a  way  to  avoid 
the  uncertainty  of  pre-1969  law  and  assuring  a  clear  measure  of  conniunity 
benefit.  This  suggestion  seems  obsolete  In  light  of  President  Clintons  almost 
universal  coverage  of  all  Individuals  with  some  form  of  insurance  or  health 
services. 

While  there  may  be  some  disagreement  regarding  what  Is  required  to 
meet  a  community's  needs.'  there  should  be  agreement  that  a  liospital  that 
provides  100  percent  uncompensated  care  should  retain  Its  tax  exemption 


*  Bracewell  Statement,  note  1.  at  283. 

*  Bracewell  Statement,  note  1.  at  281. 

'  Cf.  Rev.  Rul.  136.  C.B.  1953-2.  333,  providing  that  BOX  or  more  of 
the  hospital  care  had  to  be  paid  for  from  contributions:  see  also.  Rev.  Rul.  55- 
564.  C.B.  1955-2.  703.  where  IRS  under  some  circumstances  would  not  permit  a 
hospital  any  fees  or  charges  to  gain  a  tax  benefit. 

•  See  H.  Rep.  91-413  (Part  1).  Report  of  the  Committee  on  Ways  and 
Means  on  H.R.  13270  (Tax  Reform  Act  of  1969).  91st  Cong..  1st  Sess..  at  43. 

'    Rev.  Rul.  69-545.  supra. 

•  Bracewell  statement,  note  1.  at  280-281. 

'  See.  e.g..  Testimony  of  IRS  Assistant  Chief  Counsel  (Exempt 
Organizations).  "Hospital  Charity  Care  and  Tax  Exempt  Status:  Restoring  the 
Comnltment  and  Fairness".  Hearing  Before  the  Select  Committee  on  Aging.  House  of 
Representative,  101st  Cong..  2d  Sess.,  June  28.  1990  at  57-73.  Compare.  Utah 
County  V.  Intermountain  Health  Care.  Inc..  709  P. 2d  265  (Utah  1985)  (free  care 
necessary  for  hospital  tax  exemption)  City  of  Richmond  v.  Richmond  Memorial 
Hospital.  116  S.E.  2d  79  (Va.  1960)  (free  care  not  necessary  for  hospital  tax 
exemption). 
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regardless  of  any  new  standard  for  all  other  non-profit,  corporate  health  care 
providers. 

Shrlners  Hospitals  operates' 20  hospitals  In  16  states  with  a  total  of  1050 
beds.  No  tiospltal  has  an  emergency  room  although  each  orthopaedic  hospital  has 
outpatient  facilities  for  the  care  of  children  wtio  are  its  patients  (e.g., 
children  with  cerebral  palsy  or  spina  bifida  or  rickets).  In  the  case  of  our 
orthopedic  hospitals,  we  draw  not  only  from  the  state  of  situs  but  on  the  average 
from  5  other  states.  Our  burns  units  (Boston.  Cincinnati.  Galveston)  draw 
nationwide  and  It  is  more  likely  than  not.  for  all  hospitals,  that  there  would 
be  more  Inpatients  from  outside  the  state  of  situs  than  from  within  the  state. 
Quite  practically,  our  hospitals  serve  the  Nation  as  its  comminity. 
Nevertheless,  we  do  our  own  internal  assessment  of  community  needs  based  upon 
demographics  and  evaluation  of  the  quality  and  cost  of  services  rendered  to 
patients,  of  our  capital  and  equipment  needs  (unit  by  unit)  and  an  assessment  of 
the  results  of  our  research  on  burn  treatment  and  orthopedic  diseases  (e.g.. 
metabolic  bones  diseases).  Realistically  our  comnunity  is  represented  by  the 
Nation's  neediest  children  and  we  have  gone  to  extraordinary  lengths  to  know  what 
needs  these  children  have  so  that  our  hospital  facilities  and  personnel  can  offer 
the  finest  care  available. 

The  Clinton  proposal  posits  a  "conmunl ty"  assessment  of  needs  using 
"comnunity  representatives".  First  and  foremost,  that  proposal  discounts  the 
strengths  ana  values  already  developed  by  charitable  providers  to  balance 
particular  corporate  purposes  (teaching,  research,  treatment,  etc.)  based  upon 
years  of  experience.  It  Imnedlately  demands  that  third  parties  ( "conmunl ty 
representatives")  be  given  time,  space  and  money  to  advise  or  require  assistance 
at  a  time,  place  or  to  a  degree  that  may  be  completely  contrary  to  professional 
and  corporate  assessments  of  the  same  comnunity. 

Predicating  tax  exempt  status  on  the  degree  and  quality  of  comnunity 
representation  invites  diversion  of  hospital  resources  to  respond  to  demands  of 
particular  constituencies  .  Without  giving  the  health  care  providers  boundaries 
on  how  responsive  they  must  be  to  "comnunity  representatives"  demands,  tlie 
governing  boards  of  hospitals  cannot  exercise  the  prudence  necessarily  and 
historically  expected  of  fiduciaries. 

We  urge  the  Subcommittee  to  make  sure  that  any  definition  of  charitable 
care  using  comnunity  standards  must  recognize  a  free  hospital  providing  specialty 
care  regardless  of  ability  to  pay  is  per  se  charitable  and  thus  entitled  to 
exemption  under  any  revision  of  IRC  501(c)(3). 

Alternatively,  we  suggest  enactment  of  a  new  exemption  provision.  IRC 
501(c) (26).  wliich  reads  as  follows: 

"(26).  Any  hospital,  clinic  or  fund  organized  and 
operated  to  provide  hospital  or  medical  care  rendered 
without  charge  to  the  patient  and  Is  primarily  supported 
by  contributions  from  the  general  public,  no  part  of  the 
net  earnings  of  which  inures  to  the  benefit  of  any 
private  Individual  or  shareholder". 

Such  an  exemption"  would  acknowledge  that  free  care  and  public  financial 
support  are  the  paradigm  for  all  non-profit  health  care  providers.  To  further 
enhance  the, valuable  tax  incentives  now  available  to  charities,  we  suggest 
advancements' of  the  sort  noted  below: 

A.  Hew  Deduction  Incentives  for  Outright  Gifts 

1.  Appreclatedpropertycontributlons  of  marketable  securities  (IRCSec. 
170(e)(5))  could  be  made  to  a  IRC  501(c)(26)  fiospital  (shortened  to  a  "c-26")  in 
excess  of  30  percent  of  an  individual  donor's  existing  limitations  (IRC  Sec. 
170(b)(1)(B))  to  a  maximum  of  50  percent.  Cash  contributions  to  a  c-26  fund  in 
excess  of  the  current  50  percent  limitation  of  existing  law  (IRC  Sec. 


"   This  proposal  Is  modeled.  In  part,  on  1939  IRC  1701(a)(1)(A).  See. 
Rev.  Rul.  136.  supra. 
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170(b)(1)(A)).  could  be  made  up  to  an  additional  25  percent  of  the  adjusted  gross 
income  of  a  donor.  Corporate  donors  could  contribute  up  to  20  percent  of  taxable 
income,  instead  of  the  existing  10  percent  limit.  IRC  170(b)(2). 

2.  Cash  contributions  to  a  c-26.  not  in  excess  of  $250.  could  be  treated 
as  an  above  the  line  deduction  (IRC  Sec.  62(a))  but  only  if  the  contribution  is 
made  in  cash,  and  only  if  the  cancelled  check  is  attached  to  the  return  in  a 
formatting  similar  to  that  required  by  Section  155(a)  of  the  OEFRA  (1984).  for 
attaching  appraisal  reports  on  gifts  of  property. 

3.  If  any  trust  or  estate  made  a  charitable  contribution  in  cash  to  a 
c-26  fund,  it  would  be  deductible,  for  income  tax  purposes,  even  if  the 
contribution  was  not  made  "pursuant  to  the  governing  instrument."  (IRC  Sec. 
642(c)(1)). 

4.  A  private  foundation's  cash  grant  to  a  c-26  fund  would  be  eligible 
for  a  50  percent  credit  against  its  IRC  Section  4940  tax.  with  the  foundation 
credit  not  to  exceed  $25,000  for  any  one  year. 

B.  Deferred  Giving  •  New  Tax  Incentives 

1.  A  IRC  501(c)(26)  hospital  could  become  the  sole  beneficiary  of  an 
auxiliary  pooled  income  fund  wtiere  the  actuarial  valuation  of  the  rate  of  return 
would  be  fixed  at  3H  percent  per  year,  regardless  of  the  rate  of  return  earned 
by  the  fund  for  the  donor  receiving  income  in  return. 

2.  Such  a  c-26  pooled  income  fund  could  only  be  created  with  a  term  of 
years  Interest,  not  to  exceed  10  years. 

3.  Charitable  remainder  unitrust  or  annuity  trust  valuations  of  a 
remainder  Interest  passing  to  a  501  c-26  fund  would  use  a  4!^  percent  interest 
assumption  of  the  valuation  of  the  charitable  remainder  Instead  of  prevailing 
rates.  No  annuity  or  unitrust  amount,  payable  to  a  private  beneficiary,  could 
exceed  7.0  percent,  to  preclude  its  abuse  as  an  estate  planning  tool. 

4.  In  the  case  of  a  deferred  gift  to  a  pooled  Income  fund  or  a 
charitable  remainder  trust  benefitting  a  c-26.  where  the  Income  beneficiary  dies 
within  24  months  of  the  gift,  the  computation  of  the  estate  tax  charitable 
contribution  deduction  would  Ignore  the  actuarial  value  of  the  decreased  income 
beneficiary's  life  estate  and  use.  Instead,  the  actual  value  of  the  property 
passing  to  charity.  Cf.  Rev.  Rul.  80-80.  C.B.  1980-1.  194. 

C.  Form  of  Gift 


gift. 


1.   Cash  and  marketable  securities  would  be  the  only  approved  form  of 
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